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PEEFACE TO THE ENGLISH EDITION. 



Thb author of these pages od the Prinoiplea of Social Economy la 
not insensible to the hoaonr conferred on aim by their presentation 
to the English public ; nor ia this honoor the less gratifying beoaDse 
he feels that in crossing the Channel his doctrines are returning, ia 
a sense, to the land of their birth — the land of Adam Smith, the 
land of Malthas. Bicardo, and John Staart Uill ; of Petham Villiers, 
of Gohden and John Bright, of Fancett, Shaw Lefevre, and 
Mondella. So mncb is his book an Bnglish book, that even where 
be attacks the conclosions of these masters, it is largely on the 
groand of facts taken from the economic development of their own 
Gonntry. In tiie matter of Economy England leads the vanguard 
of the nations; and it is therefore on her experience that all 
forward -looking eyes are fixed ; while, by the thoronghnees of hur 
investigations and the aocnraoy of her statistics, she has opened a 
mine of information to which we go for the material of oar economio 
etndies, just as we go for coal to Newcastle or Cardiff, for iron to 
Stockton, for steel to Sheffield, for engines to Birmingham, for 
cloth to Leeds, for cottons to Mancbestor, for shipB to the Thames, 
the Clyde, and the Uersey. 

In France we are as yet far behind. In spite of the labonre of a 
few clear-sighted and honest thinkers, like Jean Baptiste Say and 
Baatiat, we are stilt rnled for the most part by what Buckle 
called "the protective spirit;" what the Itatiaa Menzotti calls 
" Colbertiem."! 

It would be saying too mnch if we were to chai^ the memory of 
Colbert with the whole responsibility of a system not of his inven. 
tion, and which in his day was more or less recognised and 
practised in every conntry in Europe; but it was undoubtedly be 
who organised and consolidated it, expounded its theory, and 
attempted a rigorous and extended application of it. The system 
perfectly corresponded with the monarchic ideal of Iionis Qoatorze. 
Begarding himself as being, by Divine investiture, the absolnto 
master of his sabjects, the king claimed to direct all their actions — 
social, intellectual, and religions. This theory covered at onoe the 
' Memoiri of the Academy of FloreTtce, 1797. 
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reTOcation of the Edict of Nantes, the eavage perseoation of the 
lampoonists, and the trade regulatiODB of Colbert. 

To Colbert the right to labonr was itself a part of the domain of 
the State, to be granted by it to certain privileged persona, to the 
exclusion of all others ; and it then became the dnty of the State to 
protect the persona thus licensed from foreign or unanthorised 
rivalry, and at the same time to protect the consnmer against its 
own licensee. In the exercise of his royal prerogative, the king 
sold to snch-and-snch individuals or corporations, and no other, the 
right of mannfaoturing and selling snch-and-snch articles, and no 
other, in such-and-anch places, and nowhere elae. The fine for 
weaving stuffs out of the trade was 150 livres. Wool dyers were 
forbidden to dye silk or cotton ; silk and cotton dyere were for- 
bidden to dye woollen goods. The aheemakers and the cobblers, 
the booksellers and the bookstall-keepers, the tailors and the 
secondhand- clothes men, were always accusing each other of 
encroachment; always at strife, always at law. Colbert writes to 
his son, the Marqnis de Clergiaelay, that " all sorts of manufactares 
which do not at present exist in the kingdom most, if possible, be 
introduced." Tn 1662 he bought the Gobelin tapestry mannfecture, 
getting the workmen for it from Flanders. In 16fi4 he granted a 
thirty years' monopoly of tapestry representing foliage and fignres 
to one Sieur Hinaad, who founded the royal manufactory at 
Beanvais. At the same time an edict of 1664 decreed one million 
a year for the encouragement of manufactaree and navigation. In 
I67it and 1675 public money was granted for the foundation of 
privileged companies to carry on the slave-trade in Senegal and 
Guinea. Colbert began with a premium of six livres a head on the 
negroes taken, he ended by raising it to thirteen livres a head. He 
also founded the companies of the North, the Levant, and the 
Pyrenees. 

But encouragement was not enough for the monopolists, they 
required the protection of coercion. The production of "French 
point " was made a monopoly, the indastry being entirely displaced 
where it already exiated and given to certain privileged persons. 
The making of it by private individuals for their own use was 
Ibrbidden ; and a contemporary says that Colbert carried out the 
change by the most violent means, imprisoning the refractory, and 
"dra^^ing the yonng girls from their fathers' bonses to toil like 
slaves for their bread and water." ^ 

Another part of the system was, that good workmen were for- 
bidden to go abroad. Colbert writes to the Archbishop of Lyons 
to arrest and bring to justice two embossed- velvet makers, who 
were intending to settle in Florence ; and threatens the family of a 

' Quoted by Pierre Clfemeot, Hittimi of the Protective Sytem in Franc*. 



PEEPACB TO THI ENGLISH EDITrON, T 

Preneh manufacturer who had gone to LUbon, and was propoaing 
to start a olotli factory there. 

Having thus organised indaati-y at home, Colbert proceeded to 
eecnre it from foreign competition. In a letter dated 166C to the 
Intendant of Marine at Bochefort, he said, " We must always bny 
in France rather than abroad, even though the articles be inferior 
and somewhat dearer ; because, when the money doee not go out of 
the kingdom, the State gains a double advantage, since it ia none 
the poorer for spending it." 

The t«rms of the formula may vary, but the sobstance is always 
the same. In a memorandum addressed to the king, Colbert gives 
tbe theory of the proteotiTe system ever since : " To reduce the 
duty on al\ articles and manufactured products going out of tba 
kingdom, and on all articles coming in which may serve u tbe raw 
material of industry, and to keep out foreign manufactures by means 
of prohibitive duties." 

These principles were carried out in the adjostment of the tariffs 
of 1664 ; which, however, were soon found insufficient, and were 
doubled three years lat«r. 

Nevertbelesa, all this was not enongh to give tbe required start 
to certain indnstrieB, and farther means of enoonragement had to 
be found. "It being the king's wish that hie aubjeota should apply 
themselves to navigation," a duty of fifty sous per ton waa laid on 
Dutch veasels, and a premium was offered on all Freuch-builb ships 
of more than a hundred tons. The dockyards, however, apparently 
remained empty, for Colbert is obliged to break his rule by granting 
a premium of five livres per ton to importers of ships of under 100 
tons, and six livres per ton to importers of ships of over 100 tons. 

Having made all th^e arrangements for fostering national 
iudnstry and prol«cting it from any influx of foreign products, 
Colbert proceeded to protect the consumer against the manufacturer 
by regulating the trade corporations. An edict of 1669 declares 
that, the goldamithe' and ailversmitha' work having deteriorated, 
and being no longer of the required quality, statutes and regulations 
have been drawn up for the purpose of bringing it to the greatest 
possible perfection. The length and width of cloth were determined 
by authority. The cloth was to bo inspected and marked on its 
return from the fuller, and confiscated if it did not conform to the 
prescribed conditions. Textile fabrics were to have so many threads 
to the warp and so many to the woof. A code of instructions, 
published in 1671, defined iu 317 articles the composition of dyers' 
colours. The nianufactnrera loudly complained ; bat they were 
informed that there were great advantages in this uniformity of 
length and breadth in all the textile manufactures, and th»t the 
rules would continue to be rigorously applied. In 1672 it was 
ordained that defective goods sbonld be exposed in the pillory ^th 
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the uames of the mana&oturers and wortmen fonnd in default; 
and ia case of a repetition of the offence the offender was to be pat 
along with them. The State proved ita infallibility by isBning an 
extraordinary nnniber of contradiotory decrees — forty-fonr between 
1666 and 1683, and between 1683 and 1739 no less than 230. 

To secore cheap bread, Colbert forbade the esportntion of grain, 
thoB destroying a main Bonrce of profit to the agricnltarists. 
England and Holland answered his onstoms tariffs with a war tariff, 
and ceased to buy French wines. The French peasantry were iu the 
deepest miseiy ; the sabsidiaed indastries did not flonrieh ; Colbert 
himself confesses that, mnltiply privileges aa he would, he was 
always asked for more. " They never attempt," he says, " to sur- 
monnt difficnltiea by their own efforts, as long as the king's 
authority will do it for them." He describes the tariffs as the 
" crutches " of industry, as if industry were a cripple. It bad only 
become a cripple by leaning on its crutches and making no effort 
to walk alone. In spite of all his " encouragements " Colbert's 
companies fell to pieces one after another, like so many houses of 
cards. After bringing the country to the verge of desperation, he 
himself died in despair, and was only saved by a secret ftineral from 
the last insults of the mob. 

And yet this man had intellectual powers of the highest order ; 
a faculty for organisation which could adapt itaelf equally to the 
projecting of vast designs and the oarrying out of the most minnte 
details, unwearying industry, nnfaltering and ardent purpose. It 
was the system that was to blame. It was the mistaken attempt 
to substitute the action of the Government for individual initiative, 
authoritative regulation for private contract, the responBibilitj of 
the State for that of the individual, which spoilt all his fine 
qualities, brought disaster on all his schemes, plunged the country 
into distreas and min, instead of giving it wealth and prosperity, 
and provoked disorder in the very enaeavow to secure absolute 

These results were enough to advertise the system as a failore. 
The physiocrats opposed to it the formula of Goumay, " Laisaez 
faire, laUsez paaaer;" and Turgot, on his accession to power, 
attempted the practical application of the principles, but failed, and 
fell in the straggle with the protectionist spirit. The Revolution 
of 1789 ftboliahed the corporations, with all their paraphernalia, in 
a single night ; but a momentaty bnrst of enthusiasm was not 
enongh to eradicate Colbertism from the French miud. It soon 
reappeared, nnder the eegis of the Bevolntion itself, in measures 
for limiting prices and preventing the baying-np of the market. It 
showed itself under the Empire in the police regulations to which, 
workmen were sabjectedi and it was worked out on a tremendous 
scale in the Continental blockade. It was perpetuated nnder the 
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KeBtoration, the Govemment of Jnlj, and the Second Empire, It 
vros supported, not only by the rioh and powerful mannfttctarera 
■who were the immediate gftinera by it, but by the ignorant pnblio, 
«rho, notmith standing all the efforts of the EconomiBt^, allowed 
themselves to be carried away hy its plansihilities. Daring the 
Bevolation of 184i8 it broke oat afresh in the demands of the 
ColIectivistB and State Socialists, who agitated for the right to 
labour, for State credit, and snndiy other equally indefinite 
advantages. To this day, in spite of the enormonii indastrial 
development which has within the last thirty years opened a new 
channel for the eoonomio progress of the nations, in spite of 
multiplied facilities of transport and comma nication, and of the 
ezperiments made and the gigantic results achieved in England 
by the diminution of the customs, Colbertism is still endemic in 
France. Cured in one form, it breaks out in another. Driven 
from this point, it flies to that. Men of all parties agree in this — 
that protection is indispensable, only each has his own particular 
Colbertism, which be wishes to set np at the expense of the rest, 
since privilege necessarily implies privation. I wish to offer here 
a few observations on the French Colbertism of to-day. 

Colbertism is like a delirium — the form of the spectre changes, 
the agony of terror is the same. Once it was the influx of English 
products that kept French Colbertism in panic fear, then it was 
the inflax of American products, now it is the Treaty of Frankfort. 
Tet many of those who declaim the most loudly against this fatal 
11th article, have never read its text. It amoants to nothing more 
than what is known as the " moat favoured nation " clause. 

It runs as follows ; — 

Art. 11. — The French Government and the German Government 
> shall take as the basis of their commercial relations the system of 
reciprocity, on the footing of the most favoured nation. Under this 
rule are included the riehts of ingress, egress, and transit, custom-house 
fbrmalities, and the admission and treatment of subjects of the two 
countries and their agents. Provided that each favours as either of the 
contracting parties may have accorded, or may accord, by treaties of 
commerce, to States other than the folloniug — England, Belgium, the 
Netherlands, Switzerland, Austria, Bussia — shall be excepted from the 
above mle. 

It is always the same old straggle of the producer to maintain 
prices. He wants his rivals pat down; and he never perceives that he 
himself is a consumer to begin with, and a very lai^e one, and that 
in making things dear for other people he is making things dear for 
himself. A manufacturer uses coal, iron, and other raw material, 
sucb as soda, for instance, which, nevertheless, according to the 
cnstomhouse scale, are treated aa manufactured prodnots; he con- 
sumes, also, through the medium of his workmen, large qua^Mties 
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of mannfactnred goods — clothes, ftirnitnre, ntenaila, food, fnel. 
Every tax on any of these articles increases the espenee of 
production. He is, therefore, compelled to sell dear. This obliga- 
tion might suit him well enongh if it were not that, across the 
frontier, and even close at hand, he finds himself surrounded by 
competitors, who are all doing tbeir very best to nnderseU him. 
And yet, in spite of all their efforts, the final resnlb of the compe- 
tition of prodnoers and merchanls among themselves, the need of 
the consDmerto bny cheap, and the general advance in mechanical 
conveaiences of all sorts and in the means of transport, is that the 
price of circnlating capital is constantly falling, while that of fixed 
capital is as constantly rising. 

The most recent statistics, published since the appearance of this 
volume in France, show a steady continuance of this phenomenon ; 
and every fresh investigation confirms the maiim, that " the wealth 
of a nation is in inverse ratio to the value of its circnlating capital, 
and in direct ratio to the valne of its fixed capital." 

Bnt if the valne of lands and foreste, bonses and factories, and 
above all, the valne of man, the highest kind of fixed capital, rises 
in proportion to the fall of circnlating capital, it follows that, instead 
of trying to keep up prices by protective tarifiii, we should make 
every effort to assist tbeir fall by freeing them from imposts, wbicti 
are a sort of inland customs. 

Bnt all the nations except England have followed a directly 
opposite course, and impeded the circulation of commodities by 
weighting them with a factitiooe deamess. Each individnal wishes 
of course to buy at the best price for bis own advantage, and to 
sell at tbe best price for distancing his competitors ; and sooielj, 
the nation, the State — what are they but collections of these saoj^ 
individuals ? Tet it is held that, while it is the object of the indi- 
vidnal to bring down prices, it must be the object of the State to 
keep them np. I have been speaking of the past ; bnt it is not a 
question of the past; it is unhappily a question of the present, and 
perhaps even of the future. 

All indnetries are tributary one to another; if therefore all in- 
dnstries are protected, it is obvious that each is paying for the 
protection of the others. If, on the other hand, some industries 
are protected and others not, then Peter isrohbed, without compen- 
sation, to pay Fanl. The unprotected industries must still pay 
protection prices for their raw material, their machinery, and their 
labour. Before he can produce, the manufacturer must begin by 
consuming ■, and the greater the production the greater the con- 
satnption ; and if he cannot buy cheap, how is he to sell cheap ? 

The Coibertists have no idea of keeping the golden rule. They 
wish to exclude your produce ; but if they can they wUl make yon 
admit theirs. They claim protection that thoy may develop their 
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ez|iortB. It Beeme to have escaped their notice that, if they need 
protection, it mast be becanse, with every advant^e of langnaf^, 
taste, and proximity, they bave been anable to compete with foreign 
goods in their oirn conntry; and that if, with all these advant^^eB, 
they cannot keep the home market, it is hardly to be enppoBed that 
they can secare one across the frontier. 

One is aahamed to repeat enoh obvionB traisme ; and yet, as long 
as they are unaccepted in practice, we can bat go on unfolding them 
and presenting them in their Tarions aspects. It seems that it is 
easier to impose the tariffs than to master the theory of free tmde! 

The womt is, that there is not even the ezottse that the theory 
haB not been verified by experience. One nation has had the conrage 
to act on it ; and ita experience has given abnndant proof of the 
sonndnesB of the theory. 

" Bnt England ia the market of the world." 

Yes ; and why ? Becanae she has opened her frontiers to the 
prodnce of all the world ; because [she bnya, all the world over, at 
the lowest price, augmented only by the coat of transport. It is she 
herself who gains by the freedom she gives. Moreover, as every- 
thing goes to the English market, it is the English market which 
decides the cnrrent price ; and the English merchant or mann- 
factnrer is the first to profit by the rise or fall, white those of other 
nations follow at a distance. It is not Havre that rules the price 
of cottons ; it is Liverpool. 

The English manufacturer, getting his raw material in the 
cheapest possible market, can prodnce at the lowest possible price, 
and at the same time afford the higbest wages. The value of man, 
like that of land and bnildings, rises in proportion to the cheapness 
and abandaace of circulating cental. Yet this cheapness is the 
terror of the French Colbertist. His ideal is the policy of deameas. 

Now for the consequences : 

The very mannfactnrers who, in the name of " national 
labour," demand the exclusion of their foreign rivals, make so 
scrapie of themselves employing foreign labonr. French vrorkmen 
hate not perceived this inconsistency ; they are so simply pro- 
tectionist that they need no argnment of this kind against the com- 
petition of the foreigner ! They are trying to obtain the insertion 
of a clause in tlie contracts for public works forbidding the employ- 
ment of foreign labonr, or admitting it only under strict limitations. 
They are consistent. The inconsistency rests with the employers, 
who are willing enongh to erect barriers against foreign products, 
but object to barriers against foreign workmen, though the one is 
bnt a corollary of the other. 

I have said something of these iaconsistencies in theFoarth Book 
of this work ; hut there is always more to say, for tbe evil goes on 
increasing. ^,^^„,^. .^^ GdOqIc 
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The law on trade Bjindicates, recogoisiDg the right of the work-, 
men to hold meetings, form associations, and concert measares for 
selling their labour wholesale, has not yet paased the Senate. On 
the other band, the workmen and most of the Radical deputies 
are engerly demanding the limitation of the working day for adnlts 
to ten boors (which is reall;;^ ^^ application of the principle of the 
masimom). The Senate rejects tne measure ; not, however, in any 
enlightened spirit, bnt on the same protectionist principles which 
led to the rejection of the other Bill. And yet we keep oar faith in 
Government regulation of trade and labonr! The names of liberty 
and eqnality are constantly in onr months, bnt we are like liars pro- 
testing onr veracity. We " protest too much." And all Wie while 
we are clamonring incessantly for new measures of tntel^e and 
new recognitions of caste. 

Ever since Political Economy has been tanght by the facnlties of 
law we have been witnessing the evolntion of a new form of Col- 
bertism. Once they despised Political Economy altogether ; now 
many of its teachers, imbued with prepossessions derived from the 
old Roman and French legists regarding the omnipotence of law, 
adopt the doctrines of the Gatheder-Socialieten. The example of 
England, however, has always stood in their way. The snccessea 
of the Catheder-Soeialisten and of the State socialism, let alone those 
of Colbert himEelE, have hardly been brilliant enoogh to be quoted 
on the other side. They therefore hail snch. sncconr as that of 
Prof. GliSe, Leslie's Essays, Mr. Ingram's manifesto, Stanley 
Jevon's The Slate and Lahmr, Mr. Goschen's late speech, and th« 
observations made by Mr. Chamberlain and the members of the 
Philosophical Institote at Edinburgh, on "Laiesez faira" and 
Government interfereDce. England herself, they say, is abandoning 
the principle of non-intervention, and coming down to a sort of 
State socialism, and hence tbe ontbnrst of demands for protection 
on bebaU of alt interests,— the protection of the men against the 
masters, and the masters against foreign competition, — and the 
mntnal recriminations of commerce, indnstry, and agricnltnre, as if 
they formed three hostile camps ! 

The inquiry sow on foot' before a committee of the Chamber of 
Deputies will have the advantage of showing np tbe economic 
prejudices and fallacies still in force among na. 

If the Government loses here, it gains there ; yoa oat away one 
tentacle, and another bnds out on the instant. Every day it loses 
something of its religions, intellectoal, or political infiueooe over 
men to whom politioal liberty means the right to take part in the 
affairs of tho State, to whom tbe liberty of the press means the 
right to choose yonr own reading, and liberty of conscience, the right 

' Febraaiy, 1886. n, Gt.)0'jlc 
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. to think and believe without asking permisaioD. Bnt, on the other 
hand, it oonBtautly finds a pretext for its activit; in some new 
domain. We see it in Paris to-day, tmder the plea of hygienic 
necessity and throngh the medinm of the manicipal laboratory, 
interfering with the provision trade in ways as vezations as those 
of Colbert faimeelf — inclnding public advertisement, which is bat a 
modern form of the pillory. 

This pretext of hygiSae may go far. It has been nsed in Eng- 
land from time to time to stop the importation of foreign cattle. 
It has been nsed in France within the last two years to snpport the 
prohibition, hy a simple ministerial decree, of the importation of 
American bacon. This is for fear of trichina?. It is not proved 
that there has ever been a single case of trichinosis in France ; and 
with tbe trenchant logic which is apt to characterise Goveromont 
measnres, while prohibiting bacon in tbe barrel from across the 
Atlantic, we were admitting live bacon from across the Bhine, 
where trichinosis is endemic. The Academy of Medicine pro- 
nonnced, onanimonsly, hot for a single vote, against the prohibition ; 
but none the leas a whole trade was destroyed by a nod of the 
ministerial head. Who is to be held i-esponsible for the bankmpto; 
and ruin of the victims P The modem Colbertism ends, like the 
old, in a government by iospeotors. They come into onr hoasus 
now to see if their sanitary condition is satbfactory ; soon we shall 
have them coming to see if the children's iaoes are washed and they 
are gone to school, and whether the kitchen ntensils are dean or not. 
We shall have them prescribing onr hoars of sleep, and our dishes 
at table, like Sancho Panza's doctor — absit omen ! — forbidding 
lis this or that drink, as they did in some parts of America, and 
sonnding the cnrfew, as in the good old times, because we cannot 
be (illowed to reverse the order of Nature by tomingnight into day. 

Let tbe partisans of the extension of State intervention, who ate 
distinguished, for the most part, by their distmst of its agents, 
consider the consequences ! The State can only act through regu- 
lations, the execution of which must be enforced hy inspectors, 
government ofGcials, and tbe police ; and when these agents of the 
Executive begin to come in contact with the daily life of the indi- 
vidual, controlling his actions, intermeddling in all his afiairs, the 
very men who have been the foremost in calling the State to their 
aid will be the first to turn against the system, to bad its agents 
with recriminations, to expose their tyranny, their incapacity, tbeir 
blunders; they will look back with regret on the part they have 
taken in bringing about the evils from which they suffer, and 
which, in the pursuit of tbeir own supposed advantage, they have 
inflicted on others besides themselves. 

Nevertheless, I have ^th in the future ; the encroachments of 
the State and of th^ '-'^al authorities are temporary ; they cannot 
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IctBt long. Afi we go on, thfi consoioDanesa of mdiTidaal riglitfl must 
grow more distinct, and wiib it mnet come fresb outgrowths of self- 
directiDg energy, and a more determined revolt against all mea^nreB 
which tend to repress or frustrate haman activity. With forces 
like these in the field, it can be only a question of time, How soon 
we are to witness the overthrow of a system under which more 
time and strength are spent iu getting leave to do a thing than in 
actually doing it. A man's whole energy is spent in attempting to 
alter the law, or to contrive that a law directed against him shall 
in some way serve his purposes. We find this last form of activity 
constantly at work among those who are subjected to indirect 
taxation. 

What, then, are the adyautages of the system P What is there 
to say in its favour ? That the Government becomes responsible ? 
In what way ? As regards political responsibility, a minister's re- 
sponsibility to his countiy appears, notwithstanding some few cele- 
brated instances, to be considerably lighter than that of a merchant 
to those with whose money he is trading. But, to speak only of 
economic responsibility — nhen the Stat« undertakes a department 
of the publia service, what is its first act ? To declare its irrespon- 
sibility. TheJ Compagnie du Nord paid two million francs for a 
railway accident ; if the State were to work the railways, it would 
have a fixed price for human breakages, as it has for the loss of 
registered letters. When a private person brings an action against 
the State, he comes into conflict with, the entire social and political 
organisation, which fights him with his own money, paid to it iu 
taxes. The attempt to substitute corporate responsibility for pri- 
vate responsibility ends in this, — that there is no responsibility at 
all. Mr. Goschen quotes a striking instance of this result. Mr. 
Flimsoll's Merchant Shipping Act obliged the Government to un- 
dertake the protection of the lives of seamen. Nothing has come 
of it, or worse thaji nothing. Individnal responsibility has dis- 
appeared, and Government responsibility is totally inefl'eotive. A 
shipwreck occurs ; the shipowner cannot be blamed ; the Govern- 
ment had passed the vessel. 

Prot Stanley Jevons, in his book on The State wnd Labour, says, 
" The individual is not always the best judge of his own wants 
and iut^vsts. He is not always able to judge for himself." We 
may go further ; we may admit that he never is ; for he is always 
liable to be misled by prejudice, passion, or ignorance. Bnt Govera- 
ments also are composed of men ; have they no prejudices, no 
passions, no defects of knowledge P What has made them infal- 
libte P Prof. Stanley Jevons admits the ignorance of the State in 
matters of Economy ; but if its knowledge is inadequate it surely 
''■'■■ . ■ . mak« 1 
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take in Ida calcnlalions ; but tbe consequences of his mistake will 
be limited to a verj narrow area compared with tbe far-reaching 
consequences of an error committed by the State. 

Tbe citj of Paris has drawn op a scale of pricee intended to 
serve as a basis for the rate of its contracts. Little hj little, this 
scale of prices has come to be considered as an official standard, 
giving the law to prices generally. The contractors take these 
fixed prices as the hasiB of their estimates in contracting with pri- 
vate persons. Gonseqneatly, the price of bnildinga goes np ; the 
workinen, having oonsnlted with their masters, quickly Mused the 
rate of w^es. Then the contractors, finding others who will work 
for lower pay, employ them, and the higher scale of wages is not 
paid after all. In this way two classes of workmen have come to 
be formed, those who work at par and those who work below par. 
The former detest tbe latter ; and all demand that the city shall by 
its rnlea compel the contractors to pay invariably according to the 
fixed scale. The canaequence will be, that the contractors will 
secure themselves by raising their prices ; the ratepayer will pay 
more for a less resalt; the workmen will find fener workshops 
open ; and the demand for labonr will be diminished. This is only 
another phase of the policy of dearness. 

In I^^ce, we have before onr eyes at this very moment an 
instance of tbe danger of State intervention in matters of economy. 
In I8?8 M, Freycinet's Government, by large purchases of ma- 
chinery, gave a sndden impetus to the metal -fonndries and other 
industries. Political difficulties supervened ; the Government was 
obliged to close, or greatly rednce, its works ; a part of the ma- 
chinery remains nnprodootiTe, and the pui'chaaing power of the 
capital sunk in it remains nnrecovered. 

In the recent disonssions in the Chamber on the financial crisis, 
two speakers only, M. Fr^d^ric Passy and M. Lalande, ventured 
to take the ground of freedom of trade ; all the rest showed them- 
selves more or less tainted with Colbertism. GoDScionslT or un- 
consciously, they implied the belief that a vote of the Chamber is all 
that is neceaeary to obange the nature of economic conditions. The 
illasions I have referred to in tbe first chapter of this volume are 
not yet dissipated. No sooner does a crisis oocnr than everybody 
requires the State or the commanes to set on foot great public 
works. Whether the work will be of any use or not, is a secoudary 
consideration. No one seems to realise that the money spent on 
these works is inst so mnoh withdrawn from employment in private 
enterprise. The capital is sunk for the present; when will it re- 
gain its pnrchasing power P What if it never regains it? The 
supposed remedy only aggravates the evil. Tet not a voice was 
lifted in the French Chamber of Deputies to demonstrate this 

'■'"'"'■ D„,,„Googlc 
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Latterly, t^e expedition to Tonqain has been spoken of as a 
remedy for the crisis. Un fortunately, oar experience in Cocbin 
China goes to prove that our colonies serve rather as outlets for tli© 
capital of the Frencli taxpayers than for the products of French 
indnstry. Colonised chiefly by Government officiala, the pnrcfaases 
they make in France are made with the money we have jnst sent 
ont to them in salaries. From this point of view they represent 
one of the most desperate forms of Protectionist policy. 

Every measure which bears the mark of Colbertiam hsa to be fed 
in the first instance ont of the badget. There may be a, question 
aa to its snbseqnent advantages ; there can be no question at all as 
to this preliminary sacrifice. 

Again, a Protectionist measare, once adopted, is almost im- 
possible to get rid of; it creates around it a group of vested inter- 
ests which buttress it on. every side, and a troop of functionaries 
always in arms to defend it as a personal possession. " Gentle- 
men," say these officers of the State, " we cannot allow the 
authority which has been entmsted to ne to sufler in our bands." 
They regard the whole organisation, with all its vices and abuses, 
as a sacred deposit, which they cannot see impaired without dis- 
honour. 

Under the bourgeois government of the Restoration and of Iiouis 
Philippe, the nobility and the upper middle class had secnred to 
themselves certain privileges, by means of the Protectionist system. 
Tlie democracy, in attacking these privileges, took its stand on 
the high ground of hberty. All Oppositions do. But now the 
democrats are in power, and all this is changed. The privileges 
they despised for others, they now wish to keep for themselves. It 
ia in the natnre of things. 

It is the inevitable tendency of every Colbertist measure to carve 
out privileges for the governing party at the expeuse of the gov- 
eroed. Social equality is in inverse ratio to the intervention of the Slate. 

In proportion as the animal develops, the organs differentiate, and 
become more and more independent of each other. It is the same 
with species. The liigher the type, the more marked are the indi- 
vidual difiereuces. Mussel resembles mussel ; but man differs from 
man. Two natives of Tierra del Fuego are not very dissimilar in 
thought and character ; but every unit of our Paris population has 
ideas, tastes, capacities, that distingoish him from his neighbour. 
Bat the Colbertist ideal would bring down all these diversities to a 
dead level, would run tbem into a single mould, and fix the pattern 
once for all. It is not life, not freedom, not progress ; it is mum- 
mification. 

It is an anachronism too. It is an attempt to superimpose the 
military civilisation of a past f^ on the iudoBtrial civilisation of 
our modern times. ,-. ,— i.,GtH.wle 
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The system cannot but produt:6 intelleotaal and morikl depresmon. 
Based on privilege, it implies spoliation, provokes hatred or re- 
bellion, leads to Booial warfare. If regulation affords room for 
official tyranny, it positively invites oormption; intrigne and fraad 
are the safety-valves of repressed enei^es. 

By increasing expenditure, by diminishing the productive power 
of individuals, and by compelling them to struggle with obstacles 
CO every side, it creat«B deamesB ; and deamess means famine, 
destitatioD, misery. 

Alas ! these things have frozen us to the very marrow of our 
bones ; and yet we cannot give up our belief in the system, and in 
its salutary inffuence on tbe prodnction of weoltb. In England no 
one imagines that the production of wealth can gain by State inter- 
vention, but only that State intervention is required to facilitate 
its first distribution. 

The figares recently pnblisbed by Mr. Giffen,' and the statistics 
quoted in the body of this book, suffice to prove that the existing 
distribution is not so unjust, whatever complaint may be made of 
the nou- interference of the State with labour-contracts, and 
of its refusal to protect the employers against the men, the 
landlords against the manufacturers. The injaatice is on the other 
side. Colbertism, while it stimalates a factitious production, en> 
forces a factitious distribution. It persistently saorifices certain 
classes of people to certain other claesea. The English corn laws, 
while they lasted, iujnred the workman by limiting the market in 
which he could buy his bread. The French Customhouse injures 
the manufacturer, by forbidding the ptiper-maker to buy bis soda 
and the spinner to buy his cotton at their natural price. 

Bnt even in England, they say the distribution of wealth is 
unjust, and for this they blame tlie principle of non-intervention. 
But where is there any such thing as non-intervention ? Does not 
the State everywhere intervene with its system of taxation ? Is 
not this State interference defeating homan activity P Does it not 
weigh down a trade here, an industry there? Does it not lay its 
finger on every transaction, every transfer, every exchange ? 

I will give ao instance of one of ita most flagrant inequalities. 

A man's wealth may increase in two ways ; either directly, by 
bis own exertions, or incidentally, through the exertions of others. 
It may be entirely tbe result of the latter. A man owns a house 
on the Place de la Bourse in Paris. He has inherited it, by no 
effort of his own ; he takes no trouble about it; he only does not 
sell it. Tet year by year the property rises in value. He hunts, 
shoote, fishes, gives himself no concern ; and all the while the labour 
of others is creating wealth for bim. 

• Journal oftht Scatittital SocUty, 'December, ISS^i^HwIc 
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Now, if we tal;e the average of the recent budgets in the city of 
Paris, we find that the octroi and other duties have brought in more 
than 180,000,000 fr. ont of a budget of from 250,000,000 to 
260,000,000. On whom are these duties levied for the most part ? 
On the tenants. 

Which brings us to this singular concluaiou, — tbat the tenants 
pay almost the whole of the charges on everything that goes to 
increase the value of the property, and consequently to raise their 
own rent. They provide the rod for their own back. They pay for 
the privilege of having to pay. 

This mode of taxation presses them on two sides ; in the first 
place it makes the necessaries of life dear to-day; and in the second 
place, it threatens them with a rise in thsir rent to-morrow. 

Then the collectiviets take np the old theories as to the nationali- 
sation of the land, which broke down so pitifully in 1848. In 
France, the bulk of the small proprietors are too much attached to 
their own plot of ground for the collectivists to think of including 
rnral property in their echemes. They confine themselves to dis- 
posing of town property ; thongji tbeir arguments tell quite aa 
much in one direction as in the other. 

Tbe solution is to be looked for, not in the merging of individual 
proprietorship of the soil, but ia a fiscal reform sudi as that adopted 
by tbe Municipal Council of Paris,' SQch aa that proposed by the 
Municipal Heform Association in England, auoh as Uiat indicated 
by John Bright in his speech at Liverpool on the 1st of December, 
1879. It is to collective effort and expenditure tiiat fixed capital 
owes a great part of its advance in value; fixed capital must make 
good this advance, and seek recoupment for so doing indirectly by 
repercussion. 

But whence come these ineqnalitieB P From tbe burdens im- 
posed by State intervention. Bemove taxation, and the inequality 
disappears. It is not b^ the augmentation of fiscal charges that we 
can rectify the distribution of wealth, hut by tbeir reduction. But 
it is impoeeible at tbe same time to reduce taxation and to increase 
tbe area of State intervention. 

Then we are told that we have no pity for the ills of suffering 
humanity, because we object to empirical remedies which coat much 
and do no good. Because we refuse to raise up a new privileged 
class, we are accused of bottresaing the privileges of the old. In 
France, and in many other countries, Government^ Chambers, and 
people all prefer to try the charlatan's receipt. " We don't know 
whether it will do any good," they say, " but we must do some- 
thing." Tbe doctor most never go away without leaving a pre- 
scription. The patient must have something to take, even though 
the whole thing may be only a question of dieting 

' See Book vi., oh. 3 /-- i 
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The schools, or rather the beets, nbich muke it their bosinees to 
solve " the social question " offer ns a Babel of □oatmiUB. The 
Auarchiste are tor liberty, all liberty, nothing but liberty ; only the 
instntments of labonr are to be collective property. They do not 
tell OS bow the tno ideas are to be reconciled. The revolntionary 
Oollectiviats have a different vocabnlary ; but there the difference 
ends. The moderate CoUectivists are content to work by the day, 
line upon line, here a little and there a little ; bnt they accept the 
whole principle of economio intervention with its maxima and 
minima, its privilege here and privation there ; in fact, they hardly 
deserve a name of their own, for their policy is sioiply the policy 
of the French nation. They profess to be progreeaistg ; they are 
revereists. Collectivisn] is only another name for Golbertism. The 
worst of it is, that nobody recognises this, any more than they re- 
cognise the incoQsisteacy in the claimeof tbe more or less anthorised 
leaders of tbe democracy, who ask at oace for political liberty and 
economio leading-strings. 

There are, however, a few who still faithfnlly follow the economic 
traditions of English Kadicalism, as nnderstood b^ Cobden and 
John Bright, by Fawoett, McDriella, and Shaw Leferre. They 
would give Iwck to the public all that has been taken from it by 
royal spoliation, by judicial artifice, by the greed of privileged 
chisses, inolading labonr itself, which, if it is no longer seized by 
the monarchy and parted among guilds and corporations, is still 
vfaafed and restricted by an effete legislation, by cnstom-honse ex- 
tortion, and by vexatious and oppressive taxation. 

This is onr Collectivism. Far from wishing to add to the old 
artificial restrictions, we consider it the most important part of 
our work to destroy tbem. We bold, with Bnckle, that all the 
great reforms have consisted, not in doing something new, bat in 
nndoing something old. We woald limit the action of the State to 
the registration and enforcement of contracts. For tbe rest, we ask 
it only to abstain from hindering tbe developmeut of rights kept 
hitherto in the shade, bnt which arejnet stirring into consoionsness 
and cliuming their place in the light of day.' We allow, in virtue 
of what Herbert Spencer calls the law of the family, tbe protection 
of children against careless or oruel parents ; but we consider the 
protection of tbe sane and able-bodied adult, which can only be 
undertaken at the cost of other adults, not only as a distinct act of 
spoliation in regard to them, bnt as loading them with a dead 
weigLt which must tend to repress their own energies. We hold, 
through all contradictions, to the belief that man develops greater 
strength and intelligeuce in managing his own affairs than in 
working for other people's benefit ; and that of all civilisations, the 

' An interesting example of this sort of developioent in England is to be 
loond in the recent measaie relating to Married Women's Propertj-. 
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worst noald be a civilisation in which everybody was adminiBtering' 
for everybody else. 

In a very remarkable book, called " The Statics of Civilisation," 
a French eavanl, M. Panl Mongeolle, works oat these two laws : — 

" Alimontory Babetances diminish in quantity trom the equator to 
the pole." 

" The eTolntion of civilisation has been In the opposite direction ; 
it rises as it recedes from the eqnator towards the north." 

The suggestion is very striking. At first sight we might be led 
to oonolude that man would be richest and most powerfnl where 
food was most abundant. Bat it is not bo ; because hnman enei^y 
grows with the increase of difficnlty in finding nourishment, and 
with the need of a larger amount of nonrishment to maintain the 
body at its normal temperature. Civilisation, therefore, develops 
first and in its most primitive form, where living is easiest ; bnb 
gradually men acquire the habit of industry ; patience and eaergj 
are accumulated through hereditary transmission ; they leave theii 
original centra and press northward, to foand by their ever-increas- 
ing energy a more and more advanced civilisation. For no wealtl) 
of cironmBtanoe ever prodnoea progress. It has but one factor — 
man. 

Every meaanre which tends to enfeeble the energy of man, and 
to reduce bis responsibility, is an arrest of development. Those 
who promote measures which snbstitute the action of the State foi 
that of the individual, are not favouring the evolution of humanity ; 
they are paralysing it. 

Three years ago I pointed out, in the concluding chapters of this 
Tolnme, that the great qnestion which presses on all the nations, 
whatever their form of government, now, at the end of the nine- 
teenth centnry, is the apportionment of the duties of the State and 
the rights of the individual. All the movements of thought and of 
events which have since been taking place around us drive me more 
and more forcibly to the conviction that this is indeed the great 
problem which lies before the thinkers of all nations. 
(Signed) 

YVES GUTOT. 

tijai, 1.684. 
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BOOK I. 



ECONOMIC SCIENCE, 

ITS NATURE. OBJECTS, AND METHODS. 



CHAPTER I. 

ON METHOD IN BCONOMIO SOIBNOB. 

I Au led to treat of Method in Economio Science at the onteet of 
ray work, partly by the coDfoeion which, as we shall find, esieta 
in people's minds, and partly by Home recent discussions on the 
sabjeet. 

M. Conroelle Senenil has rightly observed, that political economy, 
— or, more accnrately, economic science, — is tho first branch of 
social science which has been carefully, steadily, and sncoessfnily 
studied.^ 

It has existed as a science for only one century. Qaesney, 
Tnrgot, and the physiocrats had a glimpse of some of its laws. 
The great work of Adam Smith appeared in 17?6. Jean Baptiste 
Say, in his " Traits d'Economie Politiqne " and his " Cours 
d'EcoQOmie Folitiqne," was the first to lay down clearly, though not 
withoat some verbal inaccnraoies, the method which economists 
should follow. 

" In political economy," he says,^ " as in physics, as indeed in 
every thing, we have framed systems before establishing truths ; that 
is, gratnitons conceptions and mere assertion have been given forth 
as truth. Later on, we have applied to this science the method 
which has contributed so mnch since the time of Bacon to the pro- 

' Journal dee BcoiumiiUM. " Sitnatioa de I'Ecouomie Politic[ne," Sept. 1877, 

• " Dixcomt PrtliminaiTt. This did not appear till 1838. ■ .'^■'^ly^t'^ 
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gresa of all the others, namely, the expenmental method,^ the 
eeaential feature of which consists in admitting as tnie only those 
facts the tmth of which has been demonstrated bj observation and 
experiment, and as constant tmthB only snob conclnsions as can be 
natnrslly drawn from them ; a method which altogether escludes 
that deference to authority and precedent which, ia science as in 
morals, in literature as in goTemmeut, interposes between mau and 
the tmth. 

" But do we really know all that is meant by this word ' facts,' 
which is so often used ? 

" It seems to me that it means both things which are, and things 
which happen ; and this Introduces at once two orders of facta ; it 
is a tact that such and sach a thing is thns, and it is a fact that such 
and BQch an event has happened in snch a manner. 

" Things which are, u they are to serve as a basis for sonnd 
reasoning, must be seen as they are, under all their aspects and 
with all their properties. Otherwise, while thinking to discuss the 
same thing, we may be discussing two different things under the 
same name. 

" To the second order of facts, namely, things which happen, 
belong the phenomena which appear when we observe how things 
take place. Thus it is a fact 4Jiat when metals are exposed to a 
certain amonnt of heat they melt. 

" The way in which things are and happen constitutes what is 
called the natnre of things; and the correct observation of the 
nature of things is the sole foundation of all truth. 

" Hence spring two olasses of sciences : the sciences which we 
may call descriptive, and which consist in naming and classifying 
things, like botany and natural history; and the experimental 
sciences, which inform us of the reciprocal action of things on each 
other, or, in other words, the conneo^on between cause and effect ; 
such are physics and chemistry. 

" These latter require the study of the inner natnre of things, for 
it is in virtue of their nature that they act and produce these effects ; 
it is because it is in the nature of the sun to be luminous, and of the 
moon to be opaque, that when the moon passes in front of the sun 
the son is eclipsed. Sometimes a carefal analysis suffices to make 
known to ns the nature of a thing ; in other oases it is completely 
revealed to us only by its effects ; and in any case observation is 

> Say OQgbt to have said, methiKl of obserratian. Claade Bernard has wdl 
diBtiiigaiBlied between the two methods in the following pasBage : " The name 
q{ observer is given to one who employs simple or oomplei modes of iuveatiga- 
tion for the purpose of Btudjing phenomena as they oooai in nature ; the name 
of experimenter is given to one who employs simple or complex modes of 
investigation in order, tor some purpose or other, to alter or modi^ natural 
phenomeoa, and to reprodaee them imder airaamBtanoes or oonditiona nnder^ 
Thieh they da not onmr in natnre." 
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ceceaaarj', when, we oannot have recouTBe to actual experiment, to 
confirm what Euialyais has taaght hb. 

" These gniding' principles will helpns to distingQisb two sciences 
whicli have almost always been confoonded: political economy, 
which is an experimental ' science ; and statistics, which is only a 
descriptive science. 

" Political economy, as it is now studied, is altogether fonnded on 
facts; forthenatnre of a thing is as much a factas its consequences. 
The phenomena, the cansea and consequences of which it seeks to 
make known, may be considered either as general and constant facts, 
which under like oircnmstaaces are always the same, or as isolated 
facts, which indeed also take place in obedience to general laws, 
but where Beveral laws, acting simultaneonsly, modify wibbont 
destroying each other ; like the fonnt^ns in onr gardens, where we 
see the laws of gravity modified by those of equilibriam, without 
therefore ceasing to work. Science cannot pretend to reveal all 
these modifications, in their daily repetition and infinite variety; 
but it lays bare the general laws, and illustrates them bj instances 
which every reader can substantiate for himself. 

" Statistics can only make us acquainted with facts which have 

. actually taken place. . . . They may gratify curiosity, hnt 

cannot usefully satisfy it, so long as they do not indicate the origin 

and conaeqnences of the facts they record ; and when they do, then 

they are not statistics, but political economy. 

" Political economy is established on immovable foundations the 
moment the prinoiples which serve as its bases are proved to be 
rigorous deductions from incontestable facts. 

" In truth, general facts are founded on particular facts ; but we 
oan select those particular &cte which have been the best observed 
the best recorded, and of which we onrselvea have been the witnesses, 
and when the results have been found to be constantly the same, 
and solid reasoning shows why they have been the same, when the 
very exceptions are but the confirmation of other principles as 
clearly proved, then we are justified in giving these results as 
general laws. A new particular fact, if it be isolated, if the reason- 
ing fails to show its connection with its antecedents and ite codsq- 
qnences, is ingnfficient to shake a general law; for who can say but 
that the difierence observed between the two results may have been 
due to some nnknown circumstance P ... In political economy 
it is a general fact that the interest on money varies with the risk 
run by the lender. Am I to conclude that the principle is unsound 
because I faave seen hazardous loans at low interest? The lender 
may liave been unaware of the risk ; gratitude or fear may have 
compelled him to make a sacrifice : tlie general law, disturbed in a 

i>,Gt.n.)'jle 

' Say meant, " indnotive. '-' 
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particular case, will have reeamed iU sway the moment the per- 
tnrbing inflaeDcee have ceased to act, 

" Besides, how few individual facts are satis&ctorily proved, and 
how few of these have been observed irith all their attendant cir< 
cnmatances ; and even BUpposing them to be well anthenticated, 
faithfully observed, and accurately described, how many there are 
that prove nothing, or prove the reverse of what they were in. 
tended to establish ! 

" It is idle to oppose practice to theory. What is theory, if not 
the knowledge of the laws which bind the effect to the cause, fact 
to fact ? Who can be better acquainted with the facte than the 
theorist, who knows them under all their aspecte, and knows, too, 
the relations which subsist between them P And what is practice 
without theory but the employment of means without knowing how 
or why they exist P It is simply a dangerous empiricism, by which 
we apply the same methods to cases which are alike only in appear- 
, and which tend to reanlts quite other than those we are 



" In order, then, to arrive at the truth, we must know, not many 
facts, but the essential and iaflueutial facte, mnst regard them 
under all their aspects, aud, above all, mnst draw from them jnst 
conclusions, and make eare that the effecte ascribed to them are 
really caused by them and by nothing else. 

" Some persons, at home in other sciences, but strangers to this, 
imagine that there are no positive ideas except the mathematical 
■verities, and the exact observations of natural science. They fancy 
that in the moral and political sciences there are no constant facta 
and indisputable truths, and that they are therefore not sciences 
at all, but merely more or less ingenious individual hypotheses, 
these men of science found their belief on the disagreements of 
those writers who treat on these subjects, and on the real extrava- 
gances of some of them. As to extravagances and hypotheses, 
what scieiice is witboot them P Chemistry, physios, botany, 
mineralogy, physiology, what are they but the lists in which opinions 
encounter each ,other, jnat as in political economy ? 

" Each party sees indeed the same facts, but classifies and ex- 
plains them in its own way ; and let it be observed that in these 
debates we do not find all the true men of science on the one side, 
and all the charlatans on the other. Leibnitz and Newton, Linnteas 
and Jussieu, Priestley and Lavoisier, de Saussnre and Dolomieu, 
were all of them first-rate men, and yet they could not agree. Did 
the sciences they professed not exist, because they disagreed ? 

" In the same way, the general laws of which the political and - 
moral sciences are composed exist in spite of disputes. So much 
tlie better for those who, hy judicious and repeated observation, 
^an discover these laws, can show their connection and deduce their 
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conBeqnences. Tliey spring from the Datnre of things as certainly 
as do the lavrs of the physical world ; they are found, not imagined ; 
they govern those who govern others, and they can never be 
violated irith impunity. 

" The geoeral laws which control the conrse of things, take, as 
soon as they come to he applied, the name of principles. 

" Political economy, like the exact sciences, is made ap of a small 
Qumber of faadamenbil principles, and of a great namber of corol- 
laries or dednctions from theae principles. It is important to the 
progress of the science that its principles shoald flow naturally from 
observatioii ; each author afterwards increases or diminishes at 
pleasure the number of inferences, according to the end he has in 
view. The more this science ia extended and perfected, the fewer 
the inferences it will be needful to draw, because they will be readily 
apparent ; every one will be in a position to find thorn oat and apply 
them for himself. 

" There are, no doubt, in the social state, evils which are in the 
very nature of things, and from which it cannot be freed entirely ; 
bnt there are many others which it is not only possible, but easy, 
to remedy. Several passages in this book will go to prove this ; I 
might even add that amongst almost all nations many abuses might 
be rectified withonttho smallest sacrifice on the part of the privileged 
persons who profit, or think they profit, by them." 

In the whole of this passage there is hardly anything to repre- 
hend. I have qnoted it because, pnbUshed in 1)^26, and written 
probably stilt earlier, it has answered beforehand some of the 
questions lately raised in England and Qermauy. 

In England it has been affirmed that economic science has not, 
up to the present time, been anything more than a deductive 
science ; and the question has been seriously mooted whether it is a 
science at alt. ' 

In Qermany they claim to have invented a national economy 
based on a so-called historio method. 

Lastly, in France there are men deeply impressed with, social 
miseries, who think that in order to heal them, it saffices to sum up 
their own aspirations in a maxim ; and men, on the other hand, who 
refuse to acknowledge any sphere for the economist at alL 

I will proceed to a brief statement and examination of these 
qu editions. 

Mr. Ingram, the President of the Economic Section at the meetiog 
of the British Association at Dublin in 1878, put forth a manifestoi^ 
in which he declared ttiat political economy had no fatnre, pmctical 
or Boioutifio. He acknowledged meanwhile that it had a certain 
utility. 

' The Prttent Poiition and Proipeett. of PolitUal 



IN ECONOMIC SCIENCE. 

Mr, Ingram charges the economiata, — 

1st. With haTiD^ separated the etady of facts relating to wealth 
from other social phenomena ; 

2ad. With having given to many of their conceptions a meta- 
physical and dangerously abstract character; 

3rd. With having misused dedactiou in their researches ; 

4th. With having been too positive in the enanciation of their 

While, on the one hand, economic eoience is charged with being 
dednctive, ou the other hand, M. Cournot, in a, book published in 
1838, entitled, Eeohercheg gur let Prinavpes Mathematiquea de la 
Thsorie dea Sichesses, a German author, M. Hagen (1S39), and 
TCithia these last few years, Ur. Stanley Jerons and M. L^on 
Walraa, have endeavoured to make it a mathematical science. i 

The mathematical process consists, as vre know, in extracting and 
isolatiug some extremely simple and general notions, which are 
regarded as axioms, and then deducing, apart from any observation 
or esperiment, all the inferences which can be drawn from them. 
But this leads us into the most monstrous errors.^ MathematicH 
may eerve as accessory methods, as a system of cheeks, they may be 
employed to define and formulato certain relations ; they may fill a 
asefnl part analc^ons to diagrams. Bat it is a vain attempt to 
substitute in economic science the mathematical for the inductive 
method. 

At the same time, in the course of his paper, Mr. Ingram aban- 
dons his first charge, and be does well, for it will not stand exami- 
nation. Economists have been in error, not in limiting themselves 
too narrowly, bnt in not limiting themselves enough. A science, 
to exist, mnst be specialised, otheririae everything includes all, and 
yon may build up an encyclopedia on a grain of salt. 

As to the secoud charge, we haie seen that the method indicated 
by J. B. Say is the real inductive method. Mr. Ingram acknow- 
ledges ^ that Adam Smith's work is full of facts, and that he assigns 
an important place to indnction. Senior says, " Political economy 
is greedy of &cts." It is trae that Bicardo based his theories on - 
abstractions; but J. B. Say had already, in 1826, pointed out this 
vicious tendency. If Mr. Ingram thinl^ himself the first to have 
discovered it, he is a little late in the field. Speaking of Bicardo, 
J. B. Say said, " Gondillac has jadicionsly remarked that a process 
of abstract reasoning is an arithmetical calculation, only with other 
symbols. Bnt an argument does not famish, an^ more than an 
equation, the data which in the experimental sciences are india- 

' The Journalof the StaCiitical Society pnhUabeiinJnne, IBTe.abibliosrapbj 
ot worka appljiing mathematioal Uieorj to politiool economy. 
' See Yves Gayot, I.'iRi>«nt«l«-, p. 26i. 
» P^e 26. 

D,g,t,7P:hyG00^lt' 
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pensable for amring at tlie tnitti." He aeeoaea Qnesrtfty uid hie 
tnends of baring " b^on by laying down Kbetraci generalities." 

That there may bare been duciples of lUcardo «bo did nothing 
but make dednctions, is possible, bat that ia their own fanlt ; tbe 
scienoe iteelf is not inToIved in their error. 

Still, after baring complained of eoonomic scienoe as relying too 
mnch on the dedactiTe roetbod, Hr. Ingram and Hr. Gliffe Leslie 
are not fortunate in inToking tbo anthority of Aagast« Comte. 
They are donbtlees not aware that Comte, in hia Politique Potitivc, 
fonnda the whole scienoe of sociology on tbe dednotdre method. He 
baa adopted the system of Gall, has assigned to man eighteen &on1- 
tiea, wiUiont even attempting to Terify this statement a posteriori, 
has then divided these facnlttes into emotional and intelleotoal, and 
has detemuQed in laToiir of the anbjection of the latter to the 
former- Ur. Ingram, in rushing into tbe sabjectivism of Comte 
in order to escape the abstractions of Rioardo, has been simply an 
nnconacions Gribonille. 

til. Bonamy Price has all at oooe been arised to propound to 
himself this qoestioii, " Is political economy a scienoe ? " and to 
answer, " Ifo. ' 

This is modest on the part of a Professor who has long filled (be 
oh^r of political economy at Oxford, since it is rirtaally saying to 
his pnpils, " It is not a scienoe I bare taught yoD, it is not a science 
I am teaching." 1 £at is bis reasooing equal to his modesty P His 
argnmente are four in nomber. 

Isb. "Political economy has neither created nor discovered the 
means of satisiying the wants of muildnd." Tme ; bat mankind ate 
bread before chemistry had made known ito composition, or physi- 
ol<^y had stndied the jdienomena of assimilation. Men walked, 
bnilt honsee, raised weif^te wi^ the terer, before they framed 
physical theories or stndied tbe laws of giari^. They blew glass 
before tbey knew of sibcatee. Are we to say, that because men 
have done all this without being chemists, phyaiologiats, or physi- 
cists, that therefore chemistry, physiology, and physics are not 
sciences ? Science is everywhere preceded by empiricism. 

2nd. " The object of political eoonomy ia to make common sense 
the snpreme controller of industry and oommerce." 

I quote tfais sentence beoanse Mr. Bonamy Price attaobee much 
iroportanoe to it; bnt it means nothing. Ot^ective philosophy has 
long since abandoned the idea of common sense. U Mr, Bonamy 
Prioe means to say that tbe ol^eot of political economy is to formn- 
lato laws so exact that every one shall be obliged to accept and 
apply them, be is contradicting his own thesis. This is the very 
(urject of soienoe as science, namely, to proclaim ondeniablc truths. 

I CAapt«ra M Praetieal Palitieal 
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3rd. Mr. Bonamy Price says agtUD, " The majority of men do 
not study chemietry and astronomy. They know that these pur- 
suits are above them. Bat they know too that these sciences con- 
tain informaticuk extremely important to them, and they are ready 
to follow the rules they lay down, without trying to account for 
them. The dyer and the intelligent farmer go for help to the 
chemist. The seaman takes observations of the sun and moon, and 
consults his almanack. It is qnite otherwise with political economy. 
Every one thinks he understands economical questions as well as, or 
rather better than, the economists." What does this prove ? Why, 
the infatuation of ignorance nnder one of its forms. 

4th. "The truths enunciated by political economy are truisms," 
It is the same with all scientific laws. The legendary M. de la 
Falisiie is the patron of all men of adeuce. They content them- 
selves with recording facts as clear as this, "A quarter of an hoar 
before his death he waa still alive." Those who are reckoned 
greatest among them do but establish facts which every one might 
have seen, bnt which they alone have seen. Their merit has lain in 
snbstitnting intentional for accidental observation. 

In Germany, political economy has always ranked with the Par- 
liamentary Sciences (those which have the State for their object). 
It is one of the forms of administration, and nothing more. The 
Germans may have made some statistical monographs, bnt nntil 
the last few years they have played no part in economic science. 

In the matter of jnrisprudence, every one knows the characteris- 
tics of the German historical school, represented bv Savigny, Eich- 
hom, Grimm, and Hugo. It is the fatalist school; an iustitation 
or a law exists, and, since it exists, it is right. This school con- 
founds necessary and constant facts, withont whioh humanity and 
the world could not exist, with accidental and contmgent fiw;ts, 
which might very well never have taken place. 

M. BoBcber wishes to do for economic science what Savigny has 
done for jurisprudence, and annonnces, with mnch sound of trumpet, 
the application of the historic method to the stndy of economic 
science. To hear him, one would think that no economist before 
him had ever opened a volume of history, and yet Adam Smith did 
not avoid the examination of historic facts. His work contains 
elaborate historical analyses on banking, on the various agricultural 
systems, and the difference in the increase of wealth among different 
peoples. 

We find the same in J. B. Say. So fat from ignoring the past, 
they have both of them testified to its &eqnent violation of economic 
laws, and to the frightful disorders and miseries which have resulted 
from it. Besides, are past facta only to be examined ? Do not 
the facts which are passing under our eyes strike us still more 
forcibly? Are they not easier to examine, to estimate, and to con- 
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trol ? Do not most of the fecte of the past appear to ns an shronded 
in a sort of mist ? Not only are we nncertaia as to their caoses 
and effects, we hardly know the facts themselves. 

Bat the GermanB nse the term " historical method " ns a means 
of exclusion. Thej will recognise none bat individaal facts ; they 
imagine that they can thus find the happiest solatiou for such and 
such a practical problem ; as to general facts, on which general 
laws may be based, they refnse to admit them. 

Professor Held, of the Boon UniTersity, calls on the economiste 
to give np, once for all, the search after nataral lang. 

Then what are they to seek for? The Gatheder Socialtsteti} 
the Socialiats of the palpit, admit no laws except those made by 
Govemment ; and these they regard as having nnlimited anthority. 
U. Schnioller, a Strasbnrg professor, pnta it plainly, " The State 
can do eTOrything, since it can make the laws.' 

Snch has indeed been the claim of all antocrats ; bnt it is hardly 
worth irhile to be a professor, and assnme an air of profundity, in 
order to formnlato an idea long ago mastered by the pettiest African 
tyrant 

Uessre. Hildebrand of Jena and Knies of Heidelberg, and M. 
Emile de Laveleye of Liege, who has made himself their spokesman 
in France and Belgium, snpport the same theory in terms more or 
less distinct. Tbey all demand a siroager intervention of the State 
in economic matt^-s — "in order to invigorate public spirit," says 
M. field, not perceiving that, gener^ly speaking, the stronger liie 
State, the feebler is pnblio spirit- M. Wagner goes so far as to 
deny to the iadividoal the right to come and go, to change his 
residence from one commnne to another, or to marry, without leave ; 
with Mario and Schoffle, he would give the State power to 6x the 
nnmber of honseholdB, and the nomber of childreQ in each, thongh 
he omits to say what conrse shonld be taken to bring about this, 
last resnlt- 

Frince Bismarck, in his discnssion on the German tariff, has 
shown himself the moat powerfnl of the Catheder-Saciali^teii. 

They seem to me to resemble in some respects M. Rondelet, who 
has published a book called Ou SpirilualuTae en Eeonomte Politique, 
and M. de Uets-Kohlat, professor of the faculty of law at Nancy, 
who has placed as a motto at the head of his Ooarg d'Economie 
Politique,' this text from St. Matthew, " Seek first the kingdom of 
God and His righteoosness, and all other things shall be added 
unto yon." Soch absurdities discredit only their authors, they 
prove nothing aii^inat economic science. 

What then in thu difference between these Gatheder- Socialisten, 

' Tho name was ftpplltid to this school of eooDomiHta by M. Oppenhejip, a 
msmbei of the PiuBsian j^-ariiament, in ft pamphlst pnbliahed in IB72. 

* 3nd edition, 1880, ^- i 
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whose dootrinea Prince Bismarck apholds in Parliament, and the 
Socialists, whom he persecutes with proscriptive aoimositj P 

It IB simply this, the former would apply the forces of the State 
chiefly to the advantage of the governing classes, the latter to that 
of the working classee. At bottom, both hold the same doctrine, 
and are under the same illsBions as to the functions of the State. 

Prince Bismarck was not deceived on thiB point, as is clear from 
his avowal of his relations with Lassalle.' Lassalle proposed to found 
aesociations for prodnction by the assistance of the State ; the 
State was to regalate the laboor of the nation, as labour is regu- 
lated in a large fictory. 

It is always the snbatitation of the State, the collective entity, 
for individual initiative and individual energy. The idea is not 
new. The Oatheder-SooiaUsten, with all their pretensions, have 
said nothing that all the protectionists, all the commnnbts and 
socialists who rely on authority, had not said before. 

I will take the latest representative of these last, in whom they 
find their highest expression — the late M. Louis Blanc. His sojourn 
in England did nob modify the ideas he held in 1818 ; and in his 
speech at Nimes on the 28th Sept., 1879, he showed that he still 
held to his idea of the Organisation of Labour. 

I will not just now examine his speech further than as regards its 
method, and in the very first lines Z find the following assertion, 
"Adam Smith, Tnrgot, and all the great economists vrere honest 
eoongh men, bnt they made the mistake of studying economic 
phenomena as they were, without concerning themselves with what 
they shonld he." And then he is angry with Adam Smith and 
J. 6. Say becanse they say that the price of labonr is fixed by the 
relation of snpply to demand ; that in the social relations this price 
depends on the proportion subsisting between the number of 
labourers and that portion of 'the general wealth which is deeiined 
for the remuneration of labonr. Certainly, this has been said ; and 
M. Louis Blanc anathematises the economiBts who have said it ! 

But either these facts are true or they are false, and it was M. 
Louis Blanc's business to determine which. 

Now, M. Louis Blauo does not dispute the truth of these facts, 
fae admits it. " The economists have explained very learnedly how 
things actually happen, but they have sot inquired how they ought 
to happen. They have made politioal economy a purely descriptive 
science. Tbey have described, with much accuracy, how wealth is 
created, distributed, and exchanged in modem societies ; but they 
do not trouble themselves to inquire whether it is justly ap- 
portioned." 

Here we have a confusion between a statement of existing facts 

« Eeiohelag, 17th Sept., 1878. 
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and a conceptioti, more or less correct, of right and JDHtice. If 
economiBta had indeed arrived at the results indicated hj M. Louis 
Blano, their task vonld be ended. TJnrorttuiately, they are far 
from having formulated all the laws which govern the production 
and dietribation of wealth. It is much to have formulated a few of 
them. It may be that they are hard and cruel, but can we there- 
fore deny that they exist ? No ; for M, Louis Blano himaelf recog- 
nises their existence, though he seems to insinuate that we should 
disregard them. But what would he say of a mechanician who, in 
constructing a machine, should disregard the laws of statics and 
dynamics, tmder the plea that they only hindered him ? 

The Germans are It^cal in their way, for they declare these laws 
to bo false ; though they have to confine themselves to the assertion, 
for as soon as they begin to argue, they are compelled to admit thai* 
they are true. But has U. Ix>uiB Blanc any prooeas for violating 
these laws without entailing by their infraction the destruction ot 
wealth itaelf P Have the economists, in affirming the truths which 
he himself admits, said ibat mankind should do nothing to better 
its condition P It is jnst the reverse; whenever they have proposed 
an application of economic science, that application has had for its 
object the increase of the wealth and well-being of the majority. I 
speak here of the maeters of the science, without troubling myself 
about some more or leas reactionary economists, reactionary, not 
because they were eoonomiats, bnt in spite of it; for the first act of 
political economy was the annnnciation of human prepress. ^ 

M. Louis Blaiic, and many of those who assame with him the 
name of " Socialists," and make the extinction of the " proletariat" 
the only social question,' create for themselves a very noble and 
generons ideal of justice, but one very much beyond the reality. 
They have the idea of a blissful future, aualc^ons to that of the 
miUennialists.' In many of their conceptions there is a sort of 
transformation of the religiooe idea. They dream of a fntnre life 
perfect as that of I^radiee ; they speak of it with the eaUiDsiasm of 
faith ; they excommunicate those who doubt whether ^e negation 
of economic laws is the best means of attaining it, as the &ithful 
excommunicated the philosophers; and they negleot the practical 
means of bringing it abont. 

Let na distrust this social mysticism ; nothing can oome of it bat 
mad enthasiasm and hitter disillusion. 

It would be well if those who seek to appease the wants of 
humanity with words representing more or less ambiguous subjec- 
tive ideas, at least knew what they were talking about. 

Did not 1£. Tolain once say that political economy does not 

> Tnrgot, Speeoh on Progreu, 1750. ' Speech at Ntm«E. 

* Bee Eittde$ *wr Iti DoeiHnf Soeialti du ChrUtianitmt. bj Yves Onyot, 
Snd edition. ^-~ , 
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concern itself with the diatribatioii of i7eaUh F ' Yet Adam Sraith 
declares that his book on The Wealth of Nati'ms looks into 
" the caases which have improved the productive faculties of 
iabonr, and the order in which its prodncts arc natnralij distributed 
among the diflcrent classea of people." J. B, Say defines polttioa.1 
economy as, " The science which shows how wealth is made, dis- 
tributed, and oonenmed." And Roasi saya, " Political economy is 
the Bcience of wealth." 

The law of enpply and demand, the most indispntable ever for- 
malated by political economy, is one which concerns the appor- 
tionment of wealth rather than its prodaction. 

Ifow let na turn to the other side. 

Those TTho look on thcmadvcs as ftinning the mling claeses, 
commonly speak of the ignorance of workmen ; and, in order to 
promote their economic education, laws are made against associa- 
tions, against meetings, and against the press; a likely way to in- 
struct the people, truly, to deprive them of the meana of information 
and experience ! Their " Socialist Utopias " are spoken of with dis- 
dain, they are told that they do not know what they want, and, as 
a last argument, they are threatened with force — a convenient 
mode of shortening the discassion. 

Those who speak thus are Bachelors of Arts, perhaps, or Licen- 
tiates of Law ; bnt is their knowledge of economy necessarily any 
better than the workman's F 

A knowledge of Latin does not make an aatronomer, nor a know- 
ledge of Greek roots a chemist; and, to be an economist, it is not 
enough to be what is called in polite society " a well-informed 
person." 

It is a very jnst remark of Herbert Spencer's,^ that, as r^ards 
economic science, the ignorance of ignorant people, and the ignor- 
ance of people who are called well-informed, is just abont equal. 
" There is no connection between the ability to parse a Bentence, 
and a clear understanding of the causes that determine the rate of 
wages, ... By kings, peers, members of Farliament, mostly 
brought up at Univereitiea, trade had been hampered by protections, 
prohibitions, and bounties. . . . Tet of all the highly-edncated 
throughout the nation during these centuries, scarcely a man saw 
how mischievous such appliances were. Not from one who devoted 
himself to the most approved studies oame the work which set 
politiciana right on these points, bat irom one who left college 
without a degree, and prosecuted inquiries which the established 
education ignored, Adam Smith. ... In recent days those 
who have most clearly understood the tenths he enunciated, and by 
persevering exposition have converted the nation to their views, 
■ Oonf. La Ripubli^ue du Travail, 20th April, 1979. 
' PolUical Eaiayt : FarliamenUiry Seform. 
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have not l>eeii graduates of Univeraities. While, oontrariwise, 
those who have passed tbroagb tbe preecribed cnrricnlam, have 
commonly been tbe most bittei- and obstinate opponeote of the 
cbaoges dictated by poIitioQ-«conomioal science. ... In all this 
important direction right legislation was urged hj men deficient 
in the so-called best edacation ; eai was resisted bj the great 
majority of men who had received this so-called best education ! " 

This ignorance of economic qnestioDs on the part of politicians 
is still more striking in France than in England. 

In 1848 there were fonr chairs of political economy in France. 
In England they were already namerons. The great Universities 
have their professors of political economy, and extend their courses 
of lectures all over tbe country.^ In France, the lectures on political 
economy given in the Faculties of Law are, for the most part, 
utterly inadequate. And where else are there any given f and by 
whomP 

Our French statesmen, far from being troubled at this ignorance, 
plume themselves on it. It is the old story ; the grapes are sour. 
Acd then, to make up for it, they join with the Utopists in holding 
the economists responsible for the difBoulties in which they find 
tbemselTes. 

The most intelligent assemblies are not free from this error. 
Dupont (of Kemours) wrote to J. B. Say, " As soon as a ques- 
tion of commerce or finance arises in the Assembly, they always 
begin with some violent invective gainst the economists." The 
habit has not been lost. Political financiers, who concern them- 
selves very little with augmenting the general wealth, and very 
much with serving private interests, find no contempt too great for 
the economists. M. Claude (of the Tosges) baa not hesitated to 
make this solemn declaration : " In political economy there are no 
principles, but only interests." M. Thiers* sarcasms en this " tedious 
Uteratnre " were inexhaustible. 

The attacks of Utopists and Conservatives only serve to show 
their lEtnorance, not only of economic science, but also of the aim 
n- ' - =i.nod of science itself. 

It is not the astronomer's bnsiness to consider whether it would 
be better if tbe sun were nearer or ferther from the eartb, or if he 
turned round her, instead of her turning round him. Nor is it the 
chemist's business to consider whether carbonic acid and carbonic 
oxide are noxious gases that ou^ht not to exist. It has never been 
tboni>ht desirable to make Newton responsible for tiles falling on 
people's heads. 

Economists, however, are held answerable for the laws which 

■ My friend James Stuart, Frofessoi ol Heohanies at Trinit; College, Gam- 
bri^e, haa organised lectures on politioal eoonom;, with sjllabuB and examina- 
tioD3, in almoft all ttie maunfaoturiDg towns in Eogland. 
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tliej disoover. Because tihey hare discovered them, they are snp. 
posed to have created and invented them, in order to enjoy the 
aatisfaction of t^gravatJng the Bufferings of the poor, or of annoy- 
ing the parasiteB who regard their privilegea aa prescriptive rights. 

Their fate is that of all who tell unpleasant trnths ; people bear a 
grudge against them for their frankness. The position of sincere 
economists is the more diffitralt, because they are placed betneen 
two opposite classes of prejudices. We give two examples. 

1st. The law of Malthus. It is false, as I shall easily show 
farther on ; hat he thoaght it true. This law sums itself np into 
this: popnUtion increases io geometrical progression — 1, 2, 4, 8, 
16, etc., while prodnotion increases in arithmetical progression — 1, 
2, 3, 4, &, et«. 

If this law were true, it must be received as snch ; bnt without 
considering whether it is right or wrong, many people make Mal- 
thna ont a monster, an ogre, an apostle of infanticide, and his name 
is held in abhorrence. 

It is tme that Malthns gave certain directions as to the applica- 
tion of his law ; ont if his law were trne, we could not do bettei! 
than follow them. 

2nd. The economists have destroyed the notion of the balance of 
trade, and demanded free trade. Many large manafacturers, who 
treat workmen who ask for State protection as Socialists and 
Anarchists, demand in their torn the levying of prohibitory duties 
on foreign articles similar to those they produce. They admit the 
operation of economio laws when it is in their favour, bnt oppose it 
when it tells against them. Thus the economists stand between 
two fires. Most people are still possedsed with the idea of a social 
alchemy; they think that the economist must have the secret of 
making gold, of creating wealth. If he modestly replies, that such 
is not his bnsiness, and refuses to occupy himself with these 
ohimeras, he is charged with egoism, and held responsible for all 
the ills inherent in oar nature. There is nothing left for the ecouC' 
mists bat to adopt as their motto these words of La Mettrie, " Write 
as though thou wert alone in the universe, and hadst nothing to 
fear from the jealousy aud prejudice of mankind ; else thoa wilt 
asBUTedly miss thine aim." ^ 

And in applying this maxim, they must bear in mind the mie 
given hy Benjamin Constant, "A principle admitted to be trne 
must not he abandoned, whatever may be its apparent danger." 

Nearly every great step in the progress of science or art has been 
the complete sabversion of what was before believed. I will give 
only a few instances. Science has advanced only by snhetitnting the 
inductive method for the sofaolastio, which was the exact opposite. 



' Preface to bis tEuvrei Fkileiephiqvti 
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It was long believed that Bcience consisted in seeldng the why ; it 
only began to have a well-defined existence when it confined iteelf 
to seekiog the how. Mankind thought for ages that the earth was 
flat, and the heavens ronnd, and the eio'tli modonless, and the snn 
tnruing round her. Science has proved just the contrary. 

Let ns take another snbject. It is one of the glories of Voltaire 
to have snbstitnted for the history of Providence the history of 
mankind, and to have shown that the golden age lies, not behind 
ns, bnt before. We might give similar instances in all classes of 
knowledge. 

With regard to economics, Montaigne did bnt give expression to 
a general prejudice, when he said, " There is no gain to one, with- 
out loss to another." Many still hold this to be tme; economic 
science has proved it false. 

Whenever our imports exceed our exports, we still hear it said, 
" The balance of trade is against us." Now economic science proved 
□early a centnry ago that the wealth of a nation only grows while 
the balance of trade ia against it. 

At the present day many economists and most financiers think 
that commercial crises are owing to over-prodnotion. We shall see 
that they are dne to over-oonsamption. 

Most publicists who have turned their attention to fiscal questions 
Iiave thought, up to the present time, that the beet system of levy- 
ing taxes is to tap the revenues of a country at the point where they 
take the shape of articles of consumption. M. Menier has proved 
that they must be tapped at their source, which is capital. 

These examples will suffice to show that progress in economic 
science for the most part imphes the subversioii of existing preju- 
dices. Bnt these prejudices are far-sighted enough to understand, 
that each new economic law, as it is evolved, will receive applications 
whicb will not only disturb erroneous ideas, but also interfere with 
certain interests ; there is, therefore, against every fresh economic 
truth, a coalition of pr^udices and interests. In order to triumph 
over this coalition, it must be ennnciatod with force and clearness; 
bat the greater the force and clearness of the enunciation, the more 
terrified will he the outcry against it. 

Still, those who seek the truth alone have one satisfactiou, and it 
is this. Their assailants always rely ia their attacks on the very 
truths they have demonstrated. If yon try to lessen or restrict 
competition for your private benefit, yon are not denying the truth 
of an economic law ; you are only trying to turn it to your own 
advantage. 

There are otbem, equally numerous, who will say to you, " That 
is good in theory, but bad in practice ; " and who oppose these 
terms one to the other ; as if all practice were not the result of 
tlieory ! Only, those who call themselves " practical people " 
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nsnally act according to aome nnconscioaB and inconeeqaent theory, 
of which they perceive only fragmenls. 

In mechanics also, we have theory and practice, but no meoba- 
nician would think of saying, " I shall avail myself of a practice at 
variance with theory." On the contrary, is it not hia aim, by polish 
of surface and accnraoy of bearings, to make his machine as nearly 
ae possible theoretically perfect? Arebhere two systems of chemistry 
or physics, one practical and the other theoretical ? 

If wo say to these practical people, " Yoa assert that the effect is 
not to be traced to it« cause, that all observation of the different 
data of a problem is to bo avoided, and that half its co-efficients 
may be disregarded with impunity," they will of conrse repudiate 
any such idea, and yet, this is jnst what their protests against theory 
amount to. 

In the beginning, arbitrary acts and despotic will alone were 
recognised ; later on, laws were sought for in the physical as in the 
eociaJ world ; it is now high time to formnlate these laws. " Onr 
acts," says Mr, Brassey^ — himself a practical man, "have out- 
stripped onr knowledge and impede onr progress. We must 
generalise them, and put them in order." 

In economic scienoe, as in all others, we have to deal with 
entities. Prejudice bas taken this form in practice as in theory, 
and it has come to this, that ne fight as mnch over words as over 
things. 

lu short, the great difficnlty to be overcome is the confusion 
'K'hich always exists between incidental and permanent interests. 

Economic science is cbarc;ed with never having set the whole 
question at rest. Bnt it is the same with all sciences. They solve 
one question, only to put another. 

No doubt economic science is still very imperfect ; yet no one 
will say that the application of it has impoverished the people, or 
that its object hae been to increase their burdens, to check the 
distribution of raw material and products, to diminish the public 
wealth, or to encour^e smnegling. Moreover, the nien who call 
themselves practical, while tbey denounce and abuse the conse 
qnences of its teaching, are compelled to bow before them. 

M. de Tocqueville has related, not altc^ether with approval, the 
great part played by the economists in the French Bevolution.' 
" These economists have left less conspicnons traces in history than 
the French philosophers; perhaps they contributed less to the 
approach of the Revolution; yet I think that the true character of 
the Bievolution may best he studied in their works. The French 
philosophers confined themselves for the most part to very general 

' Work and Wagea, p. 8. 

• The Statt^ Socitty in Franet bejert the ReBoiMioa, by A. de TocqueviUs, 
translatad by H. KesTe. 
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and very abstract opinioiui on gOTemmeut ; the ecODOmi'i vv'thont 
abandoning tbeorv, clung more closely to facts. The former said 
what might be thonght; the latter sometimes pointed ont what 
might be done. All the inatitntions which the Revelation was 
about to annihilate for ever were the pecnliar objects of their 
attacks ; none found favour in their sight. All the inatitntions, 
on the contrary, which may be regarded as the product of the 
Bevolntion, were announced beforehand by these economical writers, 
and ardently recommended. There is hardly one of these institu- 
tions of which the germ may not be discovered in some of their 
writings ; and those writings may be said to contain all that is most 
substantial in the BevolutioQ itself. . . . 

"Tet these were men, for the most part, of gentle and peacefnl 
lives, worthy peTBons, upright magistrates, able adminietrators; bat 
the peculiar spirit of their task bore them onwards. 

" The past was to these economists a subject of endless contempt. 
' This nation has been governed for centnries on false principles,' 
said Lebrounei 'everything seems to have been done by hap- 
hazard.' Starting from this notion, they set to work ; do institu- 
tion was BO ancient or so well-established io the history of France 
that they hesitated to demand its suppression, from &ie moment 
that it inconimoded them or deranged the symmetry of their plans. 
One of these writers proposed to obliterate at once all the ancient 
territorial divisions of the kingdom, and to change all the names of 
the provinces, forty years before the Constituent Assembly executed 
this scheme. 

" They had already conceived the idea of all the social and ad- 
ministrative reforms which the Revolution has accomplished." 

Herbert Spencer, speaking from another point of view, says 
without exaggeration,' "Adam Smith, from his chimney-corner, 
dictated greater obanges than prime ministers do. A General 
Thompson who forges the weapons with which the Anti-Gom-Law 
battle is foi^ht — a Cobden and a Bright who add to and wield 
them,forwai^ civilisation much more tlMu those who hold sceptres. 
Bepugnant as the fact may be to statesmen, it is yet one which 
cannot be gainsayed. Whoever, to the great effecte already pro- 
daced by Fi'ee-tnide, joins the far greater effects that wiU be here* 
after produced, not only on ourselves, bat on all the other nations 
who must adopt our policy, must see that the revolution initiated 
by these men is far wider than has been initiated by any potentate 
of modem times. As Mr. Carlyle very well knows, those who 
elaborate new tmths and t«aoh them to their fellows, are now-a-da;s 
1^ real rolera — ' the unacknowledged legislators ' — the virtual 
kings. From afar off, those who sit on thrones and form cabinets 
ftre perceived to be but the eervauts of snob." 

* Politieal B$iagi, •' fiepreBentativs Govemnient." (^ii^)i)o|tj 
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Eoononiists hare eren been taunted mth tbeir want ot practicEiI 
snocess. "Yon, who treat of the sotence of wealth, have yon been 
able to tnm it to jonr own advantage ? " Figaro answered long 
a^, " We need not own things in order to talk abont them." 

Wo are in a railway train. How many of ns nnderstand the 
' mechanism of the engine that drags ns along P The fireman who 
feeds it oonld not take it to pieces. The driver, who knows that 
raising a particular lever or opening a particular tap will stop or 
start his engine, or send it backwards, is often ignorant of the 
physical and mechanical laws he applies, while the man of science, 
who, from the depths of his laboratory, can foretell the exact resnlts 
produced, would be much perplexed if he had the train to drive. 

The little grocer and the great manufacturer, the petty money- 
changer and the great financier, lose, gain, buy, sell, and specolate, 
without taking aooonnt of what it is they are doing ; they succeed 
or fail without bo mnch as knovdng what wealth is, any more than 
H. Joard^n knew that he was talking prose. Ifost of them act 
by instinct, — that is to say, by incomplete reasoning. They could 
not express their reasons, beoaose they have never analysed them. 
We see how confused their replies are when they are called upon to 
give evidence. The masters of political economy, tiiose who have 
the decisive influence which De Tocqaeville and Herbert Spencer 
exert, are not Rothschilds ; it is a sni^eon like Qnesnay, a solitary 

ETofessor like Adam Smith, a jourualiet like J. B. Say or Charles 
Innojer, or a man who has sacrificed his own to the public interest, 
like Cobden, who mined himself twice over, and was only saved by 
public suhscriptionB of £70,000 and £40,000. Bentham himself, 
who has exercised so immense an influence on the England of the 
nineteenth century, had no place on the Treasury bench. 



CHAPTER II. 

THt UATEKIALS OP ECONOMIC BOIEBOE. 

It is nselesB to deny that the application of scientific method to 
economic science, presenting, as it does, the greatest difficulties, 
has often been achieved, even by the masters of political economy, 
with little skill, and atider the influence of preoonoeived ideas. 
There are more sources of error in economic science than in any 
other. J. B. Say, for instance, is wrong in saying " The compo- 
nent parte of Sooiely are not the result of artificial organisation, bat 
of natural structure." At tbe present moment they are the result 
of both. Tbe ideal pursued in tbe application of political economy 
is to snb-stitnte a strnotare based on natural laws for a stractnre 



tiu 
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whioli, ap to the present time, hae been distorting and violating those 
laws in order to benefit some at the expense of others. Yon make 
a reserroir on a bill-top, and so prevent the 'water from flowing 
down into the valley; yoa do not thereby violate natural laws ; bat 
yon apply them in order to arrive at an artificial result. It ia thne 
that governments and peoples have nnderstood the application of 
economic laws. They have eveiywhere Bet np barriers to hinder 
the circulation of ntiiities. 

When Qaesnay, following Do Goumay, repeated the formula 
" Laiseez faire, laisaez passer," it meant, " Respect natnnd law. Do 
not try to disturb the natural order of tbe prodnotion and distribu- 
tion of wealth. It is the first formula of au art which, renouncing d 
priori reasoning, has learnt to oonfine itself to the application of 
existing lawB. 

I admit that some economists, with the best intentions, have come 
to it with prepossessions foreign to the object of the science itself. 
Instead of seeking trnth, they have tned to establish theorieg. 
Bastiat, for instance, wrote his " Harmonies ^conomiqaes " in answer 
to Proudbon's " Contradictions dconomiques." " In this work," be 
said, "I have attempted to show the harmony of tbe laws of R-ovi- 
denoe which regulate human society." He endeavours to justify 
Providence gainst the reproaches of malcontents by proving that 
all is for the best, in the best of all possible worlds. Here Bastiat 
is but a disciple of Fangloss. It reminds one of Sforza's ironical 
saying, " How marvellously my cousin Charles VIII. and I agree I 
We both want the same thing — Milan ! " 

But have tbe pbysioists, the chemists, the physiologists, never 
made similar declarations F Have they never mixed up theological 
prejudice with scientific research P It seems to us that it was not 
as a physiologist pure and simple that M. Pasteur combated the 
theory of spontaneous generation ; he combated it also in the name 
of morals and religion. Providence is not yet expelled from the 
Academic des Soienoes; and M. de Coste showed some courage 
when, wishing to conciliate all opinions, he rendered homage " to 
eternal matter and its eternal Author " It is true that economists 
have not all been free from prejudice, bias, and passion; but 
have other men of science been always free from them ? Their 
errors tell against the men, not agtunst the science. We should 
stady them for our warning ; and so much the more oarefully, aa 
the mvestigatiou of economical questions is open to still greater 
chances of error. 

It must also be confessed that since the great works of Adam 
Smith and J. B. Say, there has been a pause in political economy. 
Far be it from me to deny the value of a number of excellent works 
which have been written in France and in England ; but they have 
been too often but paraphrases or commentaries on tbe works of tlie 
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masters. Thej lose themselves in sabtle refinemente, and hare thns 
tsUen into an economic oonventionaliBm, instead of ocqniriag fresh 
vigour by observal^on. 

What, then, are the materials nhioh the eooDomist has at his dis- 
posal, and what is their value P 

The facts of history F Shall we go back to the estimate made by 
order of Charles VII., in fvhich France, which at that time com.prised 
some 15,000 equare leagues, is credited with 1,700,000 cities, towns, 
and Tillages P In England there is the same uncertainty. Edward 
m. obtained from Parliament in 1340 a sabsidy of £50,000 sterling. 
It was reckoned that this sum, divided among the parishes, wonld 
average £1 2s. 4d. per parish. Each parish aotaally paid £5 16s. 
For, instead of 45,000 parishes, there were only abont 9,000 — one- 
fifth of the nnmber ! The error was repeated in 1775. In the 
reign of George III., tiie Honse of Commons having rated each 
parish at £1 2s., it was thought that the snm total wonld amount 
to £50,000. It was afterwards found that there had been a mistake 
of four-fifths ! 

It is on Statistics that political economy mnst depend for the 
greater part of the materials for its work. According to Achenwall, 
who seems to have been the first to use the word in Gtermany (1749), 
" the entire body of alt that is really noteworthy in a State forms its 
constitntioB in the most geueral sense of the word ; and statistics 
are the summary of t^e constitntion of one or more States." 

Since then the meaning of the word has become more restricted. 
" Statistics," says'.^ :6rry, "essentially consist in the methodical enu< 
meration of varying elements, of which they determine the mean." 

In reality, statistics are simply the record of certain phenomena. 
J. B. Say truly says, that it is practically impossible to speak of 
statistics without adding the limitation "in such a place" or "at 
such a time." 

According to M. Morean de Jonnee, the science of statistics con- 
sists in making the greatest possible nnmber of similar observations 
and taking the average of the numbers obtained. According to M. 
Onillard, it is "the soieuoe which is composed of all anch observa- 
tions as are capable of being reduced to an average numerically 
ejpreBsed." 

But what are the questions which can properly be dealt with by 
statistics f Nine congresses of statisticians have never yet been able 
to decide. 

So statistics axe worth anything unless they are based on large 
numbers. Qnetelet goes so ^ as to say that " the accuracy of the 
results varies as the square root of the number of observationB ; " 
so that the degree of aconracy is to the nnmber of observations as 
1, 2, 3, 4, etc., to 1, 4, 9, 16, etc. He ascertained this fact by a 
ballot of black and white balls. There is a tendency amoi^ some 
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F^tAtisbiciaiis to use averagea a little too much- Hichelet asked 
Moreaa do Jonn^ for a descriptiou of the battle of the 10th of 
Aagnst, 1792, of which he had been a witness. The statiatioian gave 
tlie nambers of those killed hj caDnon, by giinshot, and by the 
anord, and added " Average, z," — giving the figare. 

Averages are all very well ; bnt how are we to know the limits of 
variation of the figares on which they are based P 

We take the average price of grain for tea years. One of those 
jeara may have been a year of actual famine, and yet the average may 
have been no higher than iiBaal. Look at the aver^es of French 
commerce for the years 1867-1876. Who would ever have goessed 
from this the frightfnl disaBters of 1870 ? 

In 1856 the Minister of Public Works aaked the railway com- 
panies what were the hours of work of their drivere and stokers. 
The averages were given him. In 1865 the companies were called 
upon, in a fresh circolar, to give not only the average bnt also the 
maximom. They evaded the qnestion, ia order to avoid confessing 
that there were maxima of 18, 24, and even 88 honrs ! 

Averages do not take everything into acconnt. Yet people who 
are not accustomed to stndy these questions say, "Look at the 
figures ! I go by the figares," aa if there were nothing more to be 
said. They aesert the infidlibility of figures, forgetting that they 
are mere aigna without any intrinsic valne of their own. They 
ought to ask " What lies beneath them ? Who groups them f What 
phenomena have really determined them P " 

The compilers of statistics have, so far, generally belonged to one 
of two classes. Either tbey have been mere clerks, to whom the 
work has been a weariness, and who have oonseqnentiy done it 
hap-hazard, troubliog themselves very little about cheeking and 
verifying the materials collected, or even correcting the misprints 
and gross arithmetical errors which catch the eye of every one who 
lias tile misfortone to consult official docament« ; or else they have ^ 
heeu interested persons who, for the purpose of proving something 
or other, have had recourse to the art of manipubting figures. 

It was once discovered that the increase of population in France 
was at its highest between 1802 and 1806.' ik the same volume of 
the " Anmiaire d» bureau det lottgitudes" it is perplexing to find 
that the averse length of bfe in Frauce is at the same time thirty- 
six years, and thirty-nine years seven months. 

We are taught, at the most rudimentary ati^ of arithmetic, that 
<Mily like things can be added tt^ther. Yet in statistios we often 
fioA the tonnage of sailing vessels and that of steamships added 
t'lgetfaer, though one of the latt«r would represent something like 
four of the former. 

• See QniUard, BUmenU dt Statiatiqtie Hamainr, p. x»i. '^ ' 
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How are the t^ricaltural atatietics made np ? What valne is it 
pOBBible to assign to them, trben so many cnltiTators do not know 
the exact quantity of their crope themselves ? Again, in compar- 
ing the average prices of wheat per annum, it is necessary to kno^ 
whether they are calculated for the ordinary year or for the agri- 
cnltnral year, which is reckoned from the 1st of Ang^at to the 31sf 

Statistics are naeleaa nnleas the conditions are constant. But the 
conditions— often from quite unavoidable circumstances — almost 
always vary. For instance, in consulting the statistics of the 
foreign commerce of France, we mast, if we are to form a correct 
estimate, take into consideration the increase of territory in 1859, 
and the decrease of territory in 1870. Again, the advance in 
articles of commerce is reckoned by millions of franca. Bat the 
value of these articles varies, and if we are to have an accurate 
estimate, we must take these variations into accoont. Thia little 
consideration is for the most part overlooked. M. Keller, in a 
great agricultural speech on the llth of February, 1880, showed in 
his own argument what consequences may be entailed by the 
neglect of such considerations. " There has been a great loss on 
silks," he said, "since 1860. This loss now amounts to 250,000,000 
francs. There is aloes ofabont 100,000,000 francs on the exportation 
of wines and brandies." Now, on examining the actual quantities, 
this is what we find ; in 1857 the exportation of wines and brandies 
amounted to 2,460,000 hectoKtres; in 1876 it reached 3,245,000 
hectolitres. In 1859 the hectolitre was reckoned at 104 francs ; in 
1876 at 76 francs only. The same with silk : in 1859 it amotmted 
to 146 francs per kilogramme ; in 1876 to 105 franca only. For 
ribbons, the estimate for 1879 was 176 francs; and for 1876, 111 
francs. Taking into account the difference of prices, tbe amount 
of our exports must be raised by more than 500,000,000 irancs. 
Besides, (ae figures are not always made up in the same way. In 
1863 the cost of packing was deducted from the estimate, whicli 
reduced it by about twenty per cent. 

A table is drawn up with the view of proving a certain point, 
and it appears to prove it. The unwary admit the evidence with- 
out question. The sceptic, who has learnt by experience to dis- 
trust statistics, says, "Let us see what lies beneath these figures, 
and whether this result is not due to quite other causes than those 
to which it is generally attributed." And he is seldom wrong. I 
will cite bnt one example. The Bnglish Admiralty published tables 
to show that where tbe Coatagions Diseases Acts have been put in 
force the diseases to which they relate have diminished. All at 
once, from the beginning of 1873, a very noticeable diminutioa 
began to be observed. The partisans of the Acte were triumphant. 
" See how the Acts have diminished disease ! " they said. >'^Kot in 
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the least. Wbat the figures mrvea was noT^ mm rutTtiion, bat onl^ 
a disBimnlation of disease. For in that jear they had adopted the 
ingenious method of stopping the pay of soldiers and sailors who 
oonfessed themBelves diseased. 

Snppose we show those gentlemen who believe in nothing but 
figures the following table, which gives the namber of hooses and 
the popnIatioD of a certain town : — 

1801 .... 16,608 houses 188,833 mbttbitonta. 

1861 .... 18,398 „ 112,063 

1871 .... 7,000 „ 74,732 „ 

" The place is going to rain," they would say. Not exactly, for 
the table refers to the city of Ijondon, which can hardly be anpposed 
to be going to min. We must look not only at the fignres, bnt at 
what lies beneath them. Whence comes this apparent decadence 
of the ci^ of London ? It oomss from the fact that pablic bnild- 
ings, railway stations, banks, and offices of every description have 
been erected, that wide streets have been opened and the means of 
cotamnnication improved, so that more than two thousand houses, 
full of noise and motion during the dav, are deserted at night. The 
greater the amount of bnsiness in ue city the fewer are its in- 
habitants ; and while the number of freemen possessing the city 
frsjichiae is ever on the increase, the nnmber of residents is as 
constantly decreasing. 

Figures, then, assuming that they are accurate, and that the 
conditions on which they are based remain invariable, may 
indicate certain phenomena, but they do not indicate the causes ca 
those phenomena. They must be made to speak ; " we most open 
their months," as Herr Biimelin says, with German boldness of 
metaphor. 

As a warm partisan of the use of di^^ms, I am surprised that 
they have not become more common since Playfair applied them, in 
1789, to the phenomena of eoonomios. I have myself ased them in 
popalar lectures and scientific demonstrations ; and I use them 
here, to make certain demonstrations more striking and evident, 
aud to give the reader a better grasp of certain proportions. Bnt 
it mast be remembered that the expression of relative qnanlities by 
relative lengths does not make the statement itself any the more 
accurate ; it only expresses it in a particalar manner. 

Diagranu have in some cases the further advantage of indicating 
the maxima and minima as well as the average, thns giving a 
complete view of all the elements of the qnestioo, and showing at 
a glance how the average has been obtained. 

This is the extent of their functions. It is a misuse of language 
to speak of their application to political economy ot statistics as 
" the diagiammatio method." , Gtuwle 
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The phyaiologiata have sphygmographs for registering pnlsation, 
pnenmographs for registering respiration, and myographs for re- 
gistering mnecnlar action ; the meteorologists have aelf-regiatering 
rain-gangee ; the phjsiciata register the intensity of electric currents 
by meana of the rfaeograph; bnt the atatjatieiaa baa no anch means 
for the mechanical registration of phenomena. Oar diagrams only 
serve to show more clearly relations which might be established, 
thongh less plainly and easily, by long demoastratioos ; bat we 
cannot make esperimenta like the physiologist ; we have to take 
the lacts aa they come, and to content ourselves with the meagre 
information too often given by indolent officials or by politicians 
intereated in falsifying it. 

As to Committees of Inqniry, they are no donbt admirable 
thinga, ao long as yon take them for what the^ are worth. OfGcial 
inquiries never can come to anything. How ia the inferior to put 
himself in Opposition to his anperior ? Unleas he ia dominated by 
a passion which throws suspicion on his evidence, it would take 
conrage of the most difGcnIt kind to ventnre to tell the trath in the 
&oe of failnre, anfiering, and perhaps prospective rnin. We cannot 
expect every man to be a hero. 

As to Government inquiries, we know them well. When yon see 
an inqniry set on foot by the Ministry, or by some department of 
the pnblio service, yon know pretty well what the object ia. They 
want to prove that all ia going well in the beat of goveramenta. It, 
notwithstanding every effort, the inqnii'y goea to prove jnat the con- 
trary, nothing is easier than to break it off on the ground that it is 
disorganising the service. I will cite bnt one case, becanse it was 
so flagrant that it npset a minister — the inqniry into the Fref ectnre 
of Police, commenced by M. Gigot as a sop to public opinion, and 
broken off by M. de Marcere because it proved jnst what it was 
desirable not to reveal. A shorthand writer was present at its ^t> 
tings; bat snre I am that its proceedings will never be pabliafaed. 

It is the same with economical inqniries. The committee charged 
with the revision of the German customs tariffs was presided over 
by Herr von Varnbiibler, who, not caring to fall foni of Prince 
Bismarck, assigned the subjects for reports in such a manner that 
those of least importance were entrusted to the free-tradera, while 
the more important were reserved for the Protect! oniata. Tn France, 
the Chamber of Deputies appointed a committee to examine the 
general customs iariS. The persons chosen to serve on it were 
manufaotnrers and persona representing la^e industrial oonatitntn- 
cies. The persona interrogated by them were the representatives of 
these industries. Their evidence came to this : that they met with 
oompetitioQ from abroad, and that tbey would rather be without it 
Whereupon the committee, some of whom were in exactly the same 
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position, while others had inflaeotial constituents similarly involved, 
declared that the interest of the coantry demanded the suppression 
of foreign competition, and the granting of privileges to certain 
native prodooers. This they call protecting the national lahonr. 
And then simple-minded people say, " These are practical men ; 
thOT know what they are about." 

Qnite so. Bnt then there is nobody more dangerons than tJie 
practical man. He sees nothing but his own immediate interest, 
which is, in this case, to get the dnty raised so as to benefit by the 
difference. He sees that every rise in the tariff is a net gain to him, 
the amount of which he can approximately calculate. Do not de- 
mand BO much of his self-denial as to look a little farther and 
inqnire how these gains are to be reconciled with the general 
interest ! 

Bnt, farther, those very men who, like Dickens' hero in " Hard 
Times," ask so freely for facts, commonly jndge according to pre- 
cwnceived theories. England is the very home of Committees of 
Inquiry, and nowhere, I think, are they carried oat with more 
entire good faith or a sinoerer desire to discover the tmth. Here 
ia Herbert Spencw's estimate of them : — ' 

" Before making or altering a Ian, it is the coslom to appoint a oommittea of 
inquiry, vho eend for men able to give informntion ooDeeming the matter in 
hand, and ask them some thousands of gueBtiaiiB. These qaestiona and the 
answers given to them, ore printed in large boofaa and distributed among the 
members of the Honaes of Farliamenti and I vfas told that they spent about 
£100,000 a year in thna coUeoting and dietribating evidence. Nevertheless, it 
appeared to me that the ministers and rspreaeatativeB of the English people, 
pertinaciooaly adhere to theociea long ago diaprored by the most conspicnons 
facta. They pay great attention to petty details of eiidenoe, but of large truths 
they are quite regardless. Thns, the eipeiienoe of age after age has shown that 
their Slate management is almost invariably bad. The national estates are so 
miserably administered as often to bring loss instead of gain. Tlie Qovemment 
ship-yards ors nniformly eitravagant and ineffieient. The judicial system works 
so Ul, that most oitizens will submit to serious losses rather than run risks of 
being ruined by lawsuits. Conotless facts prove the Qovernment to be the worst 
owner, the worst manniaotnrer, the worst trader: in fact, the worst manager, 
be the thing managed what it may. But thoi^h the evidence of this is abnnd- 
ant and conolnsive — though during a recent nar the bungUngs of oAcials were 
as glaring and mnLtitudinous as ever ; yet the belief that an; proposed duties 
will be satisfactorily discharged by a new public department appointed to them, 
seems not a whit the weaker. Legislators, thinking themselves practical, cling 
to the theory of an officially regulated society, spite of overwhelmii^ evidenoa 
that official regulation perpetusJl; fails. 

" Nay, indeed, the btdief seems to gain strength among these fact.loving Eng- 
lish statesmen ; notwithstanding the faota ate against it. Proposals for btate 
control over (his and the other, bate been of late mora rife than ever. . . . 
Suppose the shaieholders ia a railway eompany were to elect, as members of 
their board of directors, the secretary, ei^neer, superinletident, and tiaffic- 
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najiager, and others anoh, shonld ve not be aBtooiahed at their stupidity f 
Bhonld we not propheBf that the private advantage of offioiaU -vaiild freqaenUy 
ovei-ride the welfare of the company? " 

Tell all these truths in a committee of the Chamber charged with 
nominatiing a commiBsioaer of castoms, and see what great eyee they 
will make at yon, and hon impossible they will find it to onderBtand 
you. 

Bnt setting aside human natnre, and sapposiug that every man, 
once made a deputy and pnt on a oommiBsioo, will sacrifice his own 
interests to those of his conutry, still there is one thing more to be 
said ; the specialist sees nothing bat his own speciality. 

Fix your eye on the field of a microscope. Yoa will see very in- 
teresting thini^B qnite imperceptible to the naked eye ; bnt then yon 
will not see a very long way ronnd. 



GHAPTEB III. 

BCOHOHtO PSTCHOLOOX. 

AsoTHER difficnlty in the application of method ii 
is the pyscho logical question. 

Whatever the Catheder- Social! stcn may maintain, the stndy of 
political economy cannot be limited to one nation. We might as 
well say that natural phenomena could be limited to one nation, 
and that the pressure of the air did not act on the barometer in 
the same way in Germany as in England. Still, man himself is 
not evetywhere the same, and a native of Tierra del Fuego docs 
not think like a West European of the nineteenth century. 

I do not dispute that there are in onr centres of civilisation men 
and women whose intellect.aal development is far s^»erior to 
the more primitive types of human civilisation, nor do I say with 
Voltaire that " differences are external, man is everywhere man." 
On the contrary, the differences are considerable, the human type 
is susceptible of the widest variation. And yet Yoltaire is not 
wholly wrong. 

Mr. Francis Qalton took the likenesses of six people on one nega- 
tive, each of whom sat for only one-sixth of the time necessary for 
taking a single portrait. The features common to two or more rf 
them came oufcwithexa^erated clearness, the rest were more or less 
dimly indicated. He then threw several distinct portraits on the 
same screen, by means of magic lanterns, in such a manner that 
they were exactly superposed one on another. The common fea- 
tures .came out so strongly, that the rest disappeared ; the image 
obtained was extremely dear. He tried the experiment with faces 
of different races, and a general human type was obtained, i 
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This experiment Bnbstantiates im nndeaiable truth. The OFgani- 
aation is ihe same in all men, their differeaoes arise from a more or 
leas adTauced derelopment. "Sow tiuo eimilaritf of orfi^nisation 
implies similarity of wants. Every man needs food and drink, 
fears the inclemency of the seasons, is solicited by appetites, has 
selfish and nnselfi^ feelings of varying intensity, and, lastly, 
has that instinct of self-preservation, withont vrhioh he wonld soon 
periBh. 

This iDstiDct of self-preservation, this need of development 
common to all oi^anised beings, and which constitntes the power 
of resistance in the stn^gle for existenoe, is called in man, egoism. 

M. Held answers that man is not egoistic. If be were not, he 
would long ago have ceased to be. U. Held adds that man does 
not always kuow his best interests. Granted; bnt the mistaken 
form of the wish does not alter its ^oistic nature. Economic 
science, which deals, not with the morality of motives, bnt with 
their effects as productive or destmotive agents, necessarily regards 
man as a pnrely egoistic being, notwithstanding the protest of 
Laoge, who takes exception to the view as materialistio. 

Bat we are told that this conception is false, and that Adam 
Smith was right in regarding sympathy as a motive eqnal to self- 
interest. Is there not in man, alongside of his selfishness, some 
unselfishness P Does he never think of anything bnt baying, selling, 
and balancing advantages, and even then does he always consalt 
his own interest as a buyer P Is he not affected by other ioflaenceB, 
such as idleness, habit, affection, vanity, or vices snch aa dronken. 
nesa P Is not idleness, in the eyes of a Neapolitan, a higher ntility 
than comfort, and does not the Irishman sacrifice fatnre comfort 
to the present enjoyment of gossiping, saanteriag, and drinking, 
while the Scotchman is happier at work than at rest P In studying 
commercial crises, mast yoa not take into aoconnt the apathy, the 
love of rontine, which hinders the re-investment of capital P On 
the other hand, look at the history of railways in England — a country 
which is genenUly supposed to know its multiplication table. Did 
they nothave the railway mania there, which swallowed up snch a 
mass of capital p How are yon going to explain all these manias 
for loans to baukrapt States which have swallowed np millions paid 
down on 'Change in London and Paris, while bond-Jide industries 
in England and France were wanting investors P or by what eco- 
nomic law will yon account for the gaming instinct which iutroduces 
such uncertainties into economic relations ? ■ 

Even among manufacturers, bankers, men whose sole object in 
life seems to to to make money, yon will find, as among other men, 
that what is nsnally looked npon as the chief motive of hnman 
action is in truth but a secondary one. Does the great manufac- 
turer, does the banker, worth his millions, risk his fortnnes and his 
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peace of mind in new enterprisea, simply in order to giun fresh 
thonflanda P With the one, it is an irrepressible reBtleBsnesa of 
activity, with the other it is the passion of speculation, and with all 
it is a motive infinitely higher than the deeire to gain money for its 
own sake. Again, do you count fornothingtheinflaeDCe of fashion, 
which can min or create a mannfactnre at a Btroke, or monomanias 
for knick-knacks or pictures, which set a fictitious value on objects 
neglected yesterday, and forgotten to-morrow ? 

All this iB true ; bnt, none the lesB, acquisition is a permanent 
and universal law of human nature. War, art, soienoe, as well aa 
labour and commerce, are bnt different expreBsiona of this need, 
which is itself the result of the instinct of self-preservation. Its 
intensity may vary with theindividual and his surroundings. Each 
iB satisfied more or lesB easily, aetB hia ideal higher or lower, makes 
greater or less efforts. The most capable of progress are those in 
whom the satisfaction of one desire is the birth of another. 

Bicardo has pointed oat the other economic motive of man ; he is 
not only eager to acquire, bnt he vrishes to acquire with the least 
poBFtible trouble. In a word, from the economic point of view, man 
obeys two impulses — the desire for wealth, and the aversion to 

This aversion to labour often puts him to much neater effort and 
danger than the labour itself would have done. He makes war in 
order to reap the fruits of others' labour, and to get slaves who may 
do his own. A bad bargain, perhaps, but the two motives we have 
just mentioned lie at the bottom of it. At another stage of civilisa- 
tion, this aversion to labonr impels him to invent machines, to gain 
by saving, without labour, the possibility of enjoying accumulated 
wealth. 

In a word, every want is created by a wish. Utility is an eB- 
sentially subjective phenomenon. The pursuit of utility shows 
itself in objective phenomena ; and it ia with these phenomena that 
ecoDomio science has to deal. 

Utility being subjective, there ia no need to inquire, with Longe, 
whether man is always capable of discerning his true interest. I 
think a thing is useful to me, and therefore it is so. Economic 
science is essentially unmoral. It haB not to ooucem itself with the 
quality of human sentiments and needs aud passions. It regards 
with equal impartiality the passion of the black man for glass 
beads, and of the white man for diamonds. It admits mnsio aa a 
utility, because many people like the emotion it stira up in them. 
Every deaire is a want, and everything that satisfies a want is a 
utility. Economic science deals with the lates inkioh govern the efforts 
of man in the pwreuit of vtUity. 

It takes account, indeed, of the friction, the obatsclea, the ap- 
parent contradictions which have been introduced into the applica- 
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tion of these laws bj contradiotoiy habits, passions, and motives ; 
bat witb theBe psyohological phenomena themseWee it does not con. 
cem itself in tL« very least. 



CHAPTER rV. 

DE7ISm0N3. 

We proceed to detennine the phenomena which it is the object of 
economio eoience to study. 

Few economists have followed Yoltaire's adrice, " Define joor 
terms." Still, in order to be nnderstood, it is necessary to have a 
common language ! 

My definitions will not always agree with those generally ac- 
cepted ; an author has a right to use his terms as he pleases, only 
he most comply with two conditions, be most ofFer definitions not 
less, bnt more precise than those preTioDsly received, and he must 
always nse them strictly in the sense he has assigned to them. 

Unfortunately, the terma which form as it were the keystone of 
Economic Science are used in very different senses. Sometimes 
their meaning varies in the same author. This is so with Adam 
Smith. J. B. Say attempted a remedy, bat some of bis definitiona 
are extremely qnestionable. Malthus observed the want of precise 
definition. " "mere seems to be little agreement," says he, " on the 
meaning to be given to the terms wealth, capital, productive 
labour, and value, or on what is to be nnderstood by real wages, 
profit, labour, etc." He himself wrot« a long monograph on J3efl- 
tiitiona in Folitioal Eemoiay, in the conrse of which he quite forgot 
hie sabject. 

That man has wants, is a matter of daily observation which hardly 
Deeds be insisted on.^ 

A want is a desire to procure enjoyment, and to avoid exertion 
aud suffering. 

Nothing is created, nothing U lout — such is the great formnla of 
modem science. Man does not create ol^'ects; but, in order to 
satisfy his wants, he creates ntiUties. 

According to M. GonreeUe-Seoeuil, who here follows Bicardo, 
Malthus, and Sismoudi, "A want in any economic sense is a desire 
having for ita object the possession and enjoyment of some material 
thing."' Bnt I " want " to be defended by an advocate. Is this 
not a " want " in an economic sense F 

M. Coorcells-Senenil says again, " All useful material things, 

■ See (or pluJosophioal ani1;HiB ot " want," LatonmeBD, Phyiologif* det 
PattimUt la SoeiologU : kadai Lefivre, La Plabuophie, pp. 636-540. 
^TraiUd'EwnimUPoUtiqat^^tA. i., p. 25. ^K 
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appropriated to the nee of man, are wealth." But are not health, 
strength, and intelligence, a sort of wealth F 

Besides satoral ^ents appropriated to the use of man, there are 
ntilities reenlting from a certain order established in the relations of 
the individual, whether with himself or with others. Health ia & 
utility ; the public safety ie a ntilitj. 

According to M, Conrcelle-Senenil'a theory, the physician would 
have no right to hia fees, nor those who govern the country to their 
salaries. It ie trne that the latter, instead of insuring the public 
Nafety, are often the first to endanger it ; but the taxes are not paid 
on that iinderstanding. 

M. Gourcelle-Seneuil may answer that health and safety are both 
very material things. I have no objection ; only he mnst define his 
terms " possession and enjoyment of a material object," so as to 
cover this somewhat extended meaning. 

I need not here inquire how the individual can act on himself. 
I shall content myself with saying what every one admits, that the 
object of all education ia to increase tb© power, mnscnlar or intel- 
lectual, of the individnal. 

The tournaments of the Middle Ages were fairs, where the knights 
came to exhibit their strength and valour. Observe the propriety of 
the word valour; the stronger they were, the greater their valne. 

At the present time, what are we doing in our literary and 
scientific meetings, in our art exhibitions, or even in addressing 
-ourselves directly to the pablio, but exhibiting the value which has 
accrued to us from onr intellectual exertions ? 

I go one step further. Man finds a utility, not only when he 
satisfies a want, but also when he saves himself a pain. Every 
satisfaction of a desire, every alleviation of a pain, represents a 
value. MacCalloch,' indeed, says that if political economy were to 
treat of the production or the diatribntion of everything that is 
agreeable to man, it would include all other sciences; that the best 
encyclopedia would then be the best treatise on political economy. 
Health is a useful and pleasant thing, medicine ought therefore to 
be inserted in the catalogue of the soisDoe of wealth. Civil and 
religions liberty are eminently useful ; political science must there- 
fore be comprehended in the science of wealth, A great actor's 
playing is agreeable; therefore discossions oa the stage must be 
included; and so on. Bnt MacCniloch has put his point badly. 
It is not a question of medicine, or dramatic art, of civil or religions 
liberty, but of their economic effects. The doctor has a value, the 
actor has a valne, civil and religions liberty themselves have a 
valne. No one will deny the economic eflects of the revocation of 
t,he Ediot of Kantes. 

■ "PoIiticalEconomy," on article pnbliBbed in the snpptement tothe Entyclo- 
inedia Britanmca. ^-~ i 
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J. B. Say puts it perfectly.! 'i The indoetry ot a phydoian, of a 
public administniitor, of a judge or au advocate, satisfies wants so 
imperative, that without their labours society could uot exist. The 
frnit of their labours is so real, that they are procured at the 
price of material products." In opposition to the term " material 
product," he calls the outcome of the physician's industry » " non- 
material prodnct." The distinction ia false, for we cannot create 
matter itseU, and therefore can only create noa-matoriol products ; 
or rather there are no products at all, but onl^ utilities ; and utili- 
ties include all tdnds of interchangeable semces. These servioes 
have an exchange value ; they are bought or sold. The physician, 
for instaQce, is a contractor for cures. 

Bnt Charles Dnuoyer^ has pointed out the contradiction which 
exists among the majbrity of authors, who speak of labour which 
does not embody itself iu a material object, as non-prodDctive ; and 
yet who all recognise the utility of the productive result of this so- 
called non-prodnctive labonr, MacColloch is no exception to this. 
After the pass^e I have quoted, he nevertheless, in the same 
treatise, includes under the name of productive lahour all the differ- 
ent kindB of advantages to whioh he had at first refused that title; 
and in his PrincipUa of Political Economy, he gives the following 
definition of wealth ^ ; — " Wealth deeignates all arttcles or products 
which are necessary, usefnl, or agreeable to man, and whioh, at the 
same time, are endowed witJi an exchangeable value." " Products," 
observe, not "material products," — au error with which Malthas 
does not fail to reproach iiim. 

J. S. Mill declares that " the skill, the energy, and perseverance 
of tlie artisana of a country, are reckoned part of its wealth, no less 
than their tools and machinery." * He defines wealthaa "all useful 
or agreeable things which possess exchangeable value.^ But, with 
an inconsequence not uncommon with him, he recurs to the matter 
to say,^ " I shall, therefore, in this treatise, when speaking of 
wealth, understand by it only what is called material wealth, and 
by prodaotive labour, only those kinds of exertion which pro- 
dace utilities embodied in material objects." 

" Can services be called wealth P " asks M. Gonrcelle-Seneuil, and 
he comes to the conclusion that "the idea of wealth everywhere 
carries with it that of purely material objects." 

Let us go back to the origin of the word. With tbe Germans, 
Seioh means power, and SieiehthuTii, riches ; among the Latins, both 

' Traiti d'Eeonomie Palitique, Book 1., ohap. liii. 

* DieliamtaiTe tPEccmomU Politique, Art. " Prodnolion." 

* PrincipUi of PoliHeal Economy (SlacCnllooli), Part I., p. 6. 

* PriiicipUi of Political Economy (Mill), Book I., Chap iii., par. 8. 
' IWd., Preliminary BemarkH. 

* Ibid., Book I., Chap, iii., par. 8. nitjiti7P-hyCjOOylt.' 
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meanitige were expreBsed bj the word opea; in Spanish, rich and 
powerfnl meo are alike called rieog kombres ; while the English 
word mefiQS, first w^elFare, and then riches. 

"Wealth is power," says Hobbes. The two are BynonymooB, 
He is rich who, having many eervices to exchange, can obtain many 
utilities. The inventor is rich ; or the author is rich j and their 
wealth often showB itself in the most material manner. A people 
which can render great Bervices to other peoples is rich. Are not 
the great French physicians, the great French actors, a part of the 
-wealth of the conutry ? 

Lord Landerdategave a good definition of wealth when heinclnded 
nnder the term " all that man desires as likely to be nsefnl or agree- 
able to him."i 

It must be understood from henceforth, that wealth is utiUty. 

Thia distinction is important, for we shall see farther on to what 
fantastic conclusions economiBte have been led who have made it 
consist in valne. 

According to them, since natural utilities tend to diminish value, 
the more a man has at his disposal, the poorer he is, economically 
speaking.^ Artificial ntilities alone constitute wealth.^ With a 
cnrioQB application of the doctrine of final causes, they say, 
" Nature grants freely to men certain utilities which all enjoy 
equally."^ "Nature places at the disposal of production, air, sun- 
light, water ; these are unappropriated natural agent«." ^ 

This is an error; utility exists only in relation to man, it has no 
meaning apart from him ; the t«rm itself implies appropriation. 

" Land," J. B. Say says, " ia certainly not the only natural agent 
endowed with productive enei^, but it is the only one, or almost 
the only one, which can be possessed. The water in the rivers 
and sea, the air, the sun, are likewise productive forces, but 
foriiunately no one can say — ' They belong to me ; pay me for the 
servicee they render you ! ' " 

Again an error; all is appropriated. Is the sunshine of no 
account in the sdling of houses or land, or in the letting of an 
apartment or a garden P Do not the hotel-keepers of Nice and 
Pan make it pay r Where would the vineyards be without it ? and 
what do you mean when you speak of a plantation as being well 
situated P Is not the sea appropriated the whole length of its 
shores, do not the very vessels appropriate its surface as they pass ? 
Do not its harbours make the wealth of towns F It is so thoronghly 
appropriated that its appropriation forma the subject of complicated 
agreements. Look at Newfoundland with its fisheries ! 

■ An Inquiry into the Natnre and Origin of Pubtio Wealth, 1801. 

* Sea chap, v., Definition of Valae. 

» See Pbbbj'b Dictiminaire £Eeonomie Polftigw, Art. " Dtilitis." 

' Ibid. * Q. de HoUnsrI, Court d'EcotumU ^olitiqit^ yp), i„i^-44. 
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As to the sir, it is ftppropriated jealooBly enongh in the tovna. 
Ton prefer a, house in an aiiy situation ; and building land variea in 
Talne according as it is more or lesB exposed. 

A nation ooonts its climate among its riches, — and with the more 
reason, as it often forms the principal item thereof. In defending 
ite territory, the nation defends its snoahine. 

The term utility implies the idea of appropriation by means of 
exchange. 

But ne spoke JQSt now of health as a utility ; is health snsceptible 
of exchange ? Certainly. Do yon not pay the doctor and the 
dmg^at for it ? Granted, yon say ; it has a ralne for me, bnt it 
has no value for any one else, therefore it is not capable of ezobaoge. 

Well ; I admit that m^ health has no valne for other people, bnt 
it has for me ; it is a ntility which I have so appropriated, that it 
has become a part of myself. I oan fany it, and do bny it every day, 
and that pretty dear. I can even sell it ; for my health forma part 
of my powers, of which I can lend the use or seU the product. 

Ezcnange does not imply identity, bnt redprocity and diversity, 
of services. Health is a ntihty to me, and I hny it of the doctor 
for a Bom of money, which is a ntility to him. 

Man acts in order to procure himself utilities. He even acts in 
order to procnre himself the negation of action— sleep ; — for he 
bnys opinm. 

All action, the object of which is to proonre some utility, implies 
effort more or less severe, more or less deliberate, more or less 
agreeable. This effort is lahonr. 

Sometimes the object to which the labour is applied is man him- 
self, or rather certain parts of him. The wrestler develops his 
biceps, the singer his voice, the dancer her legs ; those who give 
themselves to intellectual work of any kind, — mabhematiciana, 
aooountents, novelists, men of science, — develop their brains. Some- 
times it is something external. The labourer tills the ground, the 
fisherman catches fish, the miner digs coal, and so on. 

labour has for its nsnit, either a change, — physical, chemical, 
or physiological, — in the condition of matter, or a change of place. 

We must here goard against an error into which English 
economists have fallen, which the Froteottoniets are always repeating, 
and which does not seem to offend pnhtic opinion. It is this: "All 
wealth is derived from labour." " Labour constitutes the wealth of 
a people," said M. de Saint-Cricq, the Minister of Commerce; and 
the phrase is still dinned into one's ears in every economic disous- 

Bnt if so, wealth ahonld he proportionate to the amount of labour. 
Now the less fertile the earth, and the ruder our contrivances, the 
heavier is the lahonr needed to procure us utilities. Therefore 



84 DBFINITIOHB. 

wealth is in inverse proportion to the fertility of the soil and the 
prioress in meohanioal arts. The enrest way to wealth would be 
the cultivation of the S^iara or Greenland. M. Cnnin-Gridaine, 
another Minister of Commerce, snggests a machine for increaeing, 
instead of diminishing, manual labonr, in order to find employment 
for the workmen ! 

Every one is acqnainted with Sismondi's hypothesis. He 
im^nes a machine, uie handle of which should be placed in the 
hand of the king or miniatei, who works it witfaoot effort, and it 
performs the tasks which now take so many millions of men, and 
the men have nothing to do hnt look on with folded arms. 

Sistnondi held that this would be the min of the connti?, and 
many people think bo stiU, in spite of the economists ; so that M. 
Allain-Targ^ was not alone in his error when he said, " We are 
a labonrincf democracy living by our work. Labonr most be 
defended."! 

It is a mere oonfhsing of good and ill, pain and pleasure, the 
means and the end. Labonr is an effort having for its object 
the giving of satiafactioa. The effort is the ill, and the satisfaction 
is the good. Mankind exerts itself to lessen effort and augment 
satisfaction. This is why, the apologists of labonr notwithstanding, 
it has not ceased to invent maohines the purpose of which is to put 
an end to labonr ; and every one finds himself the better for Uiem. 
We do not live by labonr, bnt bytheresalts of labour; onr ideal is to 
procure the maximum of utility with the minimum of efibrt. 

Under whatever form it presents itself, labour is the application 
of onr faculties to the satJEfaction of our wants. It may be defined 
as the effort neceesary for the appropriation of utilities. 

But we may procure utilities possessed by others by giving them 
other utilities in ezohange. The sick inan cannot onre himself 
singlebauded j he buys of the physician the utility of whioh he is 
the owner, namely, his skill and science, by the aid of another 
utility, usually gold. Nobody makes his own coats and shoes. He 
bays them in exchange for other utilities, of which be is tiie pos- 
seseor. 

Exchange is the relation of utilities among themselves. 
Sdumabi. 

Every detire u a want. Everything tohioh amdueea to the satisfac- 
tion of a mani is a utility. 

Xftdity depends upon appropriation. 

Wealth is the general ma^g of utilitiee. 

Man appropriates utUiiies by his own exertions, or by exchange. 

Exchange is the relation of utilities between themselves. 
■ The Obamber of Depatlea, F«b. 17, 1880. 



CHAPTBE V. 



Wb have now to find a deBoition of the term " ralne." 

It is not iritboat reason that Bastiat aaije that " the theory of 
valae is to political eoanomy what namemtion is to arithmetic."^ 
Frofeeeor Perry Bays, " Thia word indicates and delimits the sphere 
of Politioal Eoonomy." Proodhon calls it the corner-stone of the 
economic edifice. Stuart Mill is more reserved ; bat he too Bays, 
" The question of valne is fundamental."^ However, after saying 
" We mnst begin by settling onr phraBeology," ' he omits this 
fundamental definition. 

No other expression in the language of economy has provoked so 
mnoh disoossion. This or that definition has even given rise to dis- 
putes as to the question of priority. NeverthelesB, the qaestion is 
so far from being settled, that the late Professor Stanley Jevons 
declared he wonld give up the nse of the word altogether; bnt be 
subatitnted for it another phrase, " rate of exchange," which he 
confessed did not satisfy him after all. 

Professor TbomtoD tells the following characteristic anecdote,* 
" Most members of the Political Economy Club must be familiar 
with an anecdote of Sydney Smith, who, not many months after 
joining the Glnb, announced his intention to retire ; and, on being 
asked tlie reason, replied that bis chief motive for joining had been 
to discover what Value is, bnt that all he had discovered was, that 
the rest of the Club knew as little aboat the matter as he did." 

Adam Smith has not given a definition of the word, but has 
accompanied it with two distinct quahfications which give It two 
completely opposite meanings.^ " The word valne, it is to be 
observed, has two different meanings, and sometimes expresses the 
utility, of some particular object, and sometimes the power of 
pnrolusing other goods whioh the possession of that object conveys. 
The obe may be called ' vaJue in nse ' ; t^e other, ' valne in ex- 
change.' The things which have the greatest value in nse have 
frequently little or no value in exchange ; and, on the contrary, 
those which have the greatest value in exchange have frequently 
little or no value in use." 

Stuart Mill remarks on this last sentence,* that the word use is 
there employed, not in the sense in which political economy is oon- 



' Aitiole in Ctmltn^orary RtvUw, Oct., 1876, " Caimi on Talne." 
» SFeallh of Natiom, vol. i., p. 36, 5th edition. v iijiwlc 

* FHnisiplei of Political Economy, Book III., eh»p. i. pkr. a. O 



eemed witt it, but iu that other sense in which nse is opposed to 

pleasure. 

•^Bat Adam Smitli'B definitioD is nnsoond all through. 

If the valae of a partioolar object means its utility, then air and 
water, which are of the greatest utility, should be of the greatest 
value. Now this U not the case, except under certain circnm- 
stances. This contradiction Adam Smith perceives, and introduces 
the other term, exchange value, which in this case destroys the 
first, siuoe the two values are often contradictory. 

Nevertheless, many economists have put np nith this contradic- 
tion, and amoogst them H. Blauqni. According to him, the distinc- 
tion established by Adam Smith has the advantage of bringing out 
the peculiar oharacter of exchange value, the only kind of any 
importance is business transaotiona, because it is the product of 
human labour. 

This reasoning is wrong; for we eiohauge things becanse ihey 
are nsefnl, not becanse they are the prodncta of human labour. I 
buy a hill where I can build a winduiill. The hiU has a value for 
me, and yet its former owner had spent no labour on its construo- 

Ricardo 1 perceived Adam Smith's error clearly enough; but he 
himself fell into that of Blanqni. Speaking of utility, he says, 
" This is not the measure of exchsjiKe value, although it is essential 
to it." The reservation was wise; but having made it, he goes on 
to speak of labonr aloue as the basis of value. " The value of 
a commodity," says he, " depends on the amonnt of labour neces- 
sary to its production." Here crops np the error pointed out by 
J. B. Say. You work thirty years to produce an epic poem. If 
there is no demand for it, if it is of no use to anybody, it has 
no value, notwithstanding the unount of labour you have expended 
on it. There is no vfJue without utility. 

Bicardo's error springs from the ooafusion which we have 
already pointed out between effort and utility, labour and its re- 
sult. 

In order to avoid the same difficulty, Storch makes value de- 
pendent on opinion, and Senior, on rarity. 

Al l tbeee definitions are true iu part; but none of them gives 
the real and precise sense which ought to be attached to the word 
" value." These ecouomists have seen but one element in value, 
whereas it is really composed of several. 

I Value is neither labour, nor utility, uor rarity. 
A lias great muscular force, which he has developed by exercise. 
He has a weight to lift. He lifts it unaided, by his own strength ; 
his strength is a utility to him. B is weaker than A. Be has the 
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same weight to lift. He oannot lift it alone, and he ftsks A'b help. 
A'g strength, a utility poBBessed by him, is of value to B. 

Bat B hae a fonntain, which sapplies him witii water. This 
water ia a utility to him. A has no water. He sajB to B, " In 
esobange for the utility of my strength which I give yon, give me 
water, which has a valae forme, as my strength, has a viJaeforyoa." 
" Bo ut dee." » 

Iq a word, man poBsesses ntilitiee. The matnal relations of men \ 
alone lend valne to these atilities. 

Traffic is not a thing carried on by nerves uid mnsoles, by air, 
water, and the other natnral forces and ageats which serve the nse | 
of man ; it is a thing carried cm between man and man ; tjieref ore | 
Talne is a hnman relation. 

Roesi, who oensnres Adam Smith's definition, is mistaken in 
saying, " Yalne is the relation whioh exists between tfiings and 
tlie wants of man. If a thing is adapted to onr needs, there lies its 

Not BO. There lies ite utility. Its TcJne is determined by ex- 
change. 

B is thirsty. He has water. He pays nothing to natare for 
qnenohing his thirst. Bnt A pays for the water he drinks, 
beoanse it belongs to B. 

Adam Smith, Senior, and J. B. Say look on valoe as a relation I 
between two ofajects. H. Passy says that valne U ** a relation of I 
qnantity between exchanged prodncts." ' Bat why prodacta P I 
Have sepvioee and exertions no ralne ? 

Yalne is not a relation between two things; it is a relation < 
between two individnalB. Carey defines it thus:' "Yalne is the 1 
measnre of the resistance to be overcome in order to [nxware the | 
articles necessary for onr wants; that it, the measare of the power ' 
of natnre over man." 

If we were in the position of &obinson Cmsoe, this defiiittioni 
wonld be correct; bnt Cmsoe's position was an exceptional one. He) 
calcnlat«d the ralne of things oy the effort it cost him to acquire 
them ; we, on the other hand, calcalate the valne of things less by I 
the efforts we mnat make than by the ntilities we mnet give in| 
exchange. 

MM. Bastiat, Charles Dnnoyer, and B. de Fontenay, having 
observed these facts, oonolnde from them that ntilities fnniished Irr . 
nataral agents have no value. Human services alone have valne ; \ 
and Baatiat sums up the theory in the following formula : — Yalne is I 
the relation of two interchanged serviceH. 

' Court tCEamtmie Folitiqui, vol. I. cbap. iiL 

* Dictiormaire ^Economic Politiqut. 

'FrincipUs of Social Scimet, vol. L, p. 177. |j Otujolc 
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Bat Bantiat and the noa-materialiet eoonomiBta decline to admit 
that every famnan Bervico is oompoaed of three thiDgs ; — 

Ist. UtilitieB f arniehed hj nature, as nerves, moacleB, brains, air, 
water, etc. ; 

2nd. The effort implied in doing these services ; 

3rd. The want of the service on the part of the person served ; — 
for every service implies a want. 

Having thus neg^leoted to analyse the materials of which erery 
service is composed, MM. Bastiat and B. de Fontenay declare that 
the sole basis of valae is the exertion which the service rendered 
oosta or saves ; that value does not attach to the ntility of things, bnt 
always to that of hnman services; that "natnral agents can lay 
claim to nothing of the nature of valne iu the work of production."^ 

In order to maintain this assertion, Bastiat launches into a series 
of subtle demonstrations. He says, " I am in want of water, and 
the spring is a league from the village. I, therefore, take the 
trouble of going every morning to fetch a supply of water, for it 
is in water that I find those uBefnl qualities which have the property 
of alleviating the form of suffering called thirst. Want, effort, 
aatisfootion, all are there. I recognise utility ; but as yet I know 
nothing of value. But, as my neighbour also goes to the spring 
every morning, I say to him, " Save me the trouble of the jonmey ; 
do me the service of carrying the water for me. Meantime, I will 
do something for you ; I will teach your child to spell." He sees 
that this is an advantage for both of as. Next, I say to him, 
" Tour child worries me, I would rather do something else for you; 
yon shfjl goou Carrying the water for me, and I will give you five 
sous." If this is agreed on, the economist may say, without fear of 
mistake, " The service is worth five sons." Later on, my neigh- 
bouF no longer waits to be asked. He knows by experience that I 
want the water every day, and be becomes a water-seller. Now we 
begin to say, " The water is worth five sous." But has the nature 
of the water really changed ? Has the value, which jast now was 
in the service rendered, become materialized, so as to be incoqiorated 
with the water ? " 

No ; but Bastiat here supposes the spring to belong to no one, so 
that the only thing to be paid for is the labour of carrying. But 
suppose some one appropriated the spring, and imposed a charge 
on the water taken from it, will not the water itself have a valne 
as a ntihty, and will not this ntali^ be paid for P 

Bastiat takes another example. " I am walking hj the sea-side. 
I light by cbatice on a snperb diamond. 1 am now in pORsession 
of an article of great value. Why of such valae ? Becanse I 
am about to confer a great boon on humanity, or becanse I have 

^ Sarmoniei Btonomiqiut, ebaa. 'r. ,-- i 
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devoted myself to long and h&rd labonr ? Neither the one nor the I 
other. Why, then, has this diamond snch a valne P Becanse, i 
course, the person to whom I give it np will think I have d 
a gnat service." 

And he winds np by saying, " The valne is not in the dia-'l 
mond; It is simply in the servioes given and received on account of 
it, and it is fixed by agreement between the contracting parties." \ 

Very good ; bnt if the diamond did not exist, there wonid be no i 
coniaaoting parties, and no services exchanged. Utility is sabjec- 
tive. It is dearly not in the diamond itself, it is in the attribation , 
of utility to the diamond by certain persons ; bnt this ntility is in- 
separable from the diamond ; the service rendered hj the person in . 
pOBseaaion of the diamond is attached to the diamond itself. In the ' 
two examples just cited, the term "service" is employed by Bastiat | 
in two different senses ; in the first it represents labonr, and in the | 
second, demand. 

M. R. de Fontenay says, in support of Bastiat's theory,' " The 
high price of Glos-Tongeot has been dinned into onr ears. Bnt 
look at the neighbonring snnunits of the Cdt« d'Or, with their piles 
of greyish chalk and their vines, covered like craters by the heaps 
of stones, which they have thrown np, one by one, from their bosom. 
The wine extracted with so mnch labour from the soil sells at only 
two or three sons the bottle. Henoe it is that Glos-Yongeot is 
worth six or eight francs. To all who have nnderstood what we 
have jnst said, this reply will be final." 

It will not be final to the wine-growers, who are mnch put ont by 
their wine not selling at more than two or three sons the bottle, 
while that of the neighbooring vineyards realises six or eight francs. 
What it does prove is, that the same amonnt of labonr prodnces 
wholly difierent results, according to the quality of the natural 
agentfl to which it is applied. Are not the physical conditions which 
give the wine its valne of three sons or six francs, absolutely inde- 
pendent of human industry ? Since there is this difference in the 
valne of the products, yon cannot say that the natural utility of the 
soil, which is the cause of this difierence, has no value. 

M . de Fontenay asserts, it is true, that the high price of Glos. 
Yongeot is the remuneration of the fruitless labour applied to other 
lands. But if this were true, the other proprietor mnst profit by it. 
Now Clos-Vougeot is owned by a particular proprietor, who alone 
benefits by the ntility attaching to the happy situation of that district. 

It is clear that tJie buyer, in paying a high price for the wine of 
this particular proprietor, takes no acoonnt of the f niitlei>s efforts 
of other people ; he never tronbles himself abont it. Clos-Voageot 
is a wine which takes his fancy, and one of which the supply is 

' Du Bfveim Foneier, p. 267. 
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limited. The proprietor raiees hie price, not ill proportion to the 
effort and ontlay of the other wine-growers, but according to the 
offerB made him, and the nrgenoj of the demand. It ie impossible 
to separate the ntilitj of the natural agent from the service Trbich 
it esables man to render. 

let ns go a step farther. One man is a good worker, bat be baa 
an ill-developed brain. He grinds anaj dc^gedly , and yet he makes 
bnt an indifferent lawyer, or doctor, or artist. He never prodnces 
anything of more than ordinary valae. Another man ie more 
f fortunately endowed ; with the same, or even alesa, amount of labour, 
he tnms out prodncts of a higher quality, at leaat in the eyes of the 
* consDmera. His brain-power ie a birthright for which no credit ia 

due to him, yet its ntility has an nnqnestionable valne ! 
11 A natural agent can have no valae, except under two conditions : 
^ Ist. It must be poaseseed by a human heing ; 

2nd. Another hnman being mnst feel the want of it. 
J In the midst of a desert, air h&a no valne. In a city, every honse- 
, owner possesses a certain quantity of air; and this air is felt to be 
of each value that its enjoyment is assured to him by law. 
i Electricity distributed throngh the atmosphere has no value; but 
ja man may construct a battery, disengage the electricity, and, if I 
want it, sell it me at a given price. This electricity, then, has a value. 
I Adam 8mith distinguishes between valne in use and value in 
exchange, because, says be, "the natural agents moat indispenaable 
to life, as the heat of the sun, air, water, are uaefnl, bnt have no 
value." For the same reason, Bastiat aasames that the ntility 
inherent in natural agents has no value. 

Both theae errors spring from want of observation. 

Smith and Bastiat, in their conntry walks, observed that no one 
contested the enjoyment of the annahine with them ; bttt Smith 
ought to have known that when Englishmen pay their fare to Nice, 
Pau, or Rome, they are paying fortbesDnligbt which they want; and 
Bastiat ought to have Iniowii that if the MMoo district lay under 
London annahine, it would never make its fortune in wines, nor sell 
a few acres for millions of francs. 

Again, they hold that water has no value. Tet tbb qnestion of 
water-supply is not yet solved Tor most European towns. It is 
almost everywhere wanting. Have they never noticed, in reading 
the Bible, how the water question orops up at every turn P Whence 
comes the celebrity of Mecca P From the fomona wella of Zam-Zam, 
the wells of Ishmael. In all the Arab l^ends, in the records of 
old feuds between tribe and tribe, this qnestion ia everywhere 
prominent, f^he import>ance of the possession is proportionate to 
its rarity audits utility^ 

■ See BiiUnrt da ProUtaire*, bj Tves Qnyol and 3. Laoroix, vol. 1, p. Sll, 
nd above. Book I., ohap. iv. 
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'Every natural agent, veiy natural force poBseseed by one manT^ 
and which another man thinks nsefiil t - him, has a valne. -^ 

A man possesses a lock of hair of a woman he loved, and he says, 
" Tbia souvenir has a great ralne for me." He is right in adding 
"forme." Hewoold do atill better to say, "a great ntility," The 
sonvenir has, in fiuit, no valne, so long as no one else wants it. ^ 

H. de Molinari, therefore, was wrong in saying, " Yalae exists 
independently of exchange; exchange proves, hnt does not create 
it." No. Utility exists independently of exchange; hnt vatne is 
only a relation between the possessors (d utilities. 

Valne, then, sbonld be defined as the relation of a utility possessed J 
by one pergort to th^ nxd of Miother person^ "^ 



CHAPTER VI. 

TH8 OBJSOT or BCOROUC SCIHOI. 

I mu, here give my reasons for calling this work "Principles 
of Eoonomio Science, and not " Principles of Political Economy." 

Tme as it is that the vatae of words depends on the sense in 
which they are nsed, and not on their etymology, it is sometimes 
nsefnl to reo&ll their derivation. 

Elconomy comes from oUin, honse, and »^>uk, role. The anoients 
did not distingnish very closely between the arts and the sciences. 
Xenophon says, " Economy is a sdenoe like medicine, like bronse- 
fonnding, like architectare." And he defines it thna, " It is the 
s(rience by which a man can increase his house." To this noun we 
prefix a derivative of the word iroAtt, city or society ; so that, e^- 
mologically, Political Economy is simply the art of aogmenting the 
reeooroes, wealth, and fortnne of a society. 

Art has everywhere preceded science. Science is the ascertaining 
of the matnal relations of pbenomena, while art is the application 
of these relations to the satisfaction of hnman wants. Medioino, 
for instance, is bat the application of physiology and biolc^. The 
confusion between art and science in the stndy of economic phe- 
nomena is expressed in the phrase Political Eeonotny. 

This term was need for the first time at the head of an old French 
treatise published by Monntohreetien de Watteville, in 1615. Qnes- 
nay and his friends, although they bad taken the name o{ Phygioeratt, 
adopted this word and spread it. Adam Smith took it from them, 
and nsed it without examination. He coiisiders ' that " Political 
Economy, considered as the science of a statesman or lej^islator, 

' I first pabliehed this definition in 18691 

' WtaUh 0/ KaHiHU, Book IV. ,-- , 
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propoBes two distinct objecta ; first, to provide a pleotifal revenue 
or sabfiistenoe for the people, or, more properly, to enable them to 
provide Baoh a revenne or Babaistonoe for tfaemBelves ; and secondly, 
to aapply the State, or commonwealth, with a revenne enffioient for 
the pnblic eervioes. It proposes to enrich both the people and the 
Bovereigii." BonBaean had ^ven a similar definition of it in the 



J. 6. Say makes some reservations. In the very title of his 
Traite d'Economie Politique, he describes its object as being the 
knowledge of the la-ws which control the formation, distribution, and 
consunlption of wealth. The second title of his book is, " A Simple 
Exposition of the Manner in which Wealth is Made, Distributed, 
and Conenmed." Id his Goitre d'Eamomie FolUigue he reverts to 
this definition, and Bays,^ " It may be seen, even in this work, that 
all social interests are comprised within the sphere of this science. 
Since it has been shown that non-material properties, like personal 
gifts and acquired facuitiea, form an integral portion of social 
wealth, it has also been found that Political Economv, which might 
seem to have bad for itB object only material good, embiaces the 
whole social system." 

The less advanced a science is, the less defined are its limits. 
These words of J. B. Say prove how vague his idea of Economic 
Science still was, and what a confuaioa existed in his mind between 
its laws and their application. The same defect is still more marked 
among the Germans who have ooonpied themselves with this 
subject. 

M. Cauwes, Professor of Politioal Economy in the Faculty of 
Law at Paris, rejects " pure political economy, and wishes to make 
it a "moral science."* 

Rioardo and Malthns attempt no definition, and Boasi, while 
he diaouBBea several, ofiers none himself. 

Stuart Mill defines Political Economy' as, "the aoience which 
treats of the prodnction and distribntiou of wealth, so for as they 
depend upon the laws of human natnre." 

Mr. Fawcett* says : " Politioal Economy is concerned wiUi those 
principles which regulate th? produotion, the distribution, and the 
exchange of wealth." 

Senior, to avoid all confosion, says, " The economist must not 
give a single word of advice ; his object is not to recommend one 
mpannre, or to disBuade from another, but to establish general 
principles." 

MnoCnllnch nlso sajH, '■ We may define Politioot Economy as the 

1 Coun teEcawmtie Poiitiq-ae, GonsidSrstioiiB GAiiiraleB, p. 11. 
' CouTi d'EeonomU Politiqa:, vol. i. p. 9. 

* Euayt nn tome XJniettUi Qaeitiom in Political Eeoiumy, p. ISS. 

* Manual of PolitiBal Economu.'O- i- dth edition. /~ i 
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aoienoe of Hk lawa whioli goreni the prodaotion, aocnmnlntioa, 
distribution, and conanmption of articles of prodnota which are 
neoeBsary, naefnl, or agreeaible to man, and which poeeeBa at the 
same time an exchangeable value." 

MaoCnlloch himself, howerep, has mixed np qnestioiis of the 
application of the science with the science itself; and indeed almost 
all the eoonomiata, Stuart Mill inoladed, have committed the name 

We, for COT part, shall b^in by oonaidering Economy oa a pure 
science, and aeeking the laws which regnlate the relaticna between 
baman wante and the atilities which satisfy them ; and we shall 
afterwards confine oorselTea to showing how ttiey have been applied. 
M. Conrcelle Senenil drew attention to the necessity of making 
this distinction, and even proposed to acoeotDate it 1^ calling the 
pare soience, " Plntology," or the scieace of wealth, and the applied 
eoienca " Ergonomy," or the law of labour. 

Bat as these two words have not found admissioii into the 
langnage, it wilt be better to employ words already in ose, explaining 
at the same time the precise meaning to be attached to them. 

It ia not necessary to create fresh words ; bat in order, as far as 
posaible, to avoid all oonfnsion, it wonld be well, in treating of these 
systema from a pnrely scientific point of view, to omit the word 
"political," which distinctly suggests its treatment as an applied 
science. " Under the woid house," says Xenophon, " we inclode 
all that a man possesses." In that case, oIkk and v6fUK would 
signify the regulation or ordering of things possessed by man. The 
science itself, then, should take the title of " Eeonotnie Science ;" 
whilst its various applications might be known as poUttoal, social, or 
floancial economy, and so on. 

MM. Alglave and Leroy-BeanUen are not wrong in demanding 
that political economy should be taught in the Faculties of Soieuoe, 
and regarded as a natural science.' 

All the definitions which I have quoted contain some errors. 
For instance, Economic Science is not the soience of the production 
of wealth. The science of the production of wealth is mechanics, 
physios, chemistry, which produce wealth by enabling man to modify 
the condition of natural objects. Economic Science has only to da 
with human relations, resulting from the necessity of satisfying the 
wants of man. 

Exchange ig the mutual relation of uUliHeg between Ihemsdvet. 
Valite ia the relation of a u<i7ify pogseteed by onepergOH to the want 
of ijm}theT penon. 

Economic Science is the study of these relations, — that is, of the 
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elements whiali constitute ratne. MacCnlloob was not wrong in 
proposing to define it as the aei&nce of vtUuei. 

The otgect^ then, of Economio Science is to ascertain ttie laws 
which regulate the relations of nataral agents ntilised by indiTidoals, 
acting independently of any forces which conld interfeTe with those 
relationB. 

Or, more concisely. Economic Science is the tdenee of eofue. 
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THE CONSTITUENTS OF VALUE. 



CHAPTEE I. 

BOOHOHIC IBKDBKOaa OF MIS. 

Man finda Umself in face of two objects, external to himself,— 
matter and fbi-ce. Thej may become atilitiea to bim, if he knows 
how to appropriate them to his needs. 

This appropriation may be brought about by the aid of, — 

let. Changes in the condition of matter, whether obemioal or 
phjeiological ; 

2nd. Changes of place; 

3rd. Changea of time ; 

4th. Changes of ownership. 

Let ns consider, to begin with, how the first tFansformations are 



Among the chalks of the Beanoe are fonnd flints, artificially ont 
and shaped. It appears, then, that even so early as the Tertiary 
epoch there existed a creature which attempted to provide itself 
with tools, r Geologists call hirt i Teri^ary Man. Bat H. MortUlet 
has given him his true place as the preoorsor of man. 

Oo back as far as we may in the history of hnmani^, and vre 
atiU find in man, or in the animal whioh comes nearest to man, 
this tendency to make tools. Man has been defined as the tool- 
making animal. This definition is dearly incomplete, bnt it is not 
otherwise incorrect. The charaoteriatio is so marked, that, in dis* 
tingnishing the rarions phases of prehistoric civilisation, we desig- 
nate them by their tools, the Stone Age, the Bronze Age, etc. 

Now tarn to the natives of Tierra del Fnego ; their tools are bo 
primitive that the women are fot«ed to plnnge into the water to 
catch mnasels, while the men are sleeping. They ose doga to help 
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them in catohing the otter. Their lood.supply is so precarions, 
that thef are BometiraeB driTen to eat their women. 

Foar things characterize this period : the insnffioieno; of toola ; 
the use of animals as tools; the nse of women as tools; and the 
want OP inadeqnacj of foresight. 

The imperfection of his toota retards man's progreBS. Improve 
his implements, and yon raise hia grade of civilisation. It also dia- 
conrages foresight ; for while man is so impeded in his eiertionB 
to proonre indispensBble nourishment, be cannot find time either to 
impro7e his implements or to save a stock of food snffioient to 
seonre him from the constant pressure of hunger. 

The only efficient implement he has is the d(^. Him he has 
fairly subjugated; and he makes him work for him, and catch 

His other implement is woman. We shall see the same thing 
reproduced in various stages of civilisation. 

Man detests exertion. The strongest therefore obliges the weak. 
est to work, and takes the produce for himself. The first to find 
herself under these conditions is woman. She begins by being the 
slave of man, The degree of civilisation is in inverse ratio to the 
subjection of woman. 

Slavery has originated in the same way. The conqueror has 
arrogated to himaelf the right of having wants, and he imposes on 
the conquered the duly of satisfying them. The slave is regarded 
as the most oonveuient, the most productive, of tools. Almost 
©very people, starting with this idea, has tried, not to work for 
itself, but to conquer others, and thus to get slaves who may work 
for it. Thus the slave is a living tool. 

In the first stage of, civilisation, man is a hunter and fisher, and 
bis implement is an arrow or a hatchet. 

In the second stage, he is a shepherd. He has been able to 
sul^ugate animals, or at least to collect them round him ; they toe 
the instruments which furnish him with milk, meat, and wool. 

The agricultural stage comes next. Here man tokes the earth 
as his instrument of labour. He has discovered l^ observation that 
by burying grain at a given time, he will reap a harvest at uiother 
time. He has foresight now. He has learnt to keep back part of 
his crops for seed. He has leamt to wait. 

Last of all comes the indastriol stage, in which man utilises all 
those forces of which he once ignored the nature and existence, hut 
which ecieaoe has now revealed to him. For many ceutories he 
ueea wind or water as a motive power; later on, he learns the use 
of steam, electricity, and the hoarded heat of the sun ; but it is but 
a new phase of the same phenomenon, the perpetat^ endeavour of 
man to add to his own force the force of implemente. 

All these stages may co-exist among the same people, but the 
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predominating one nil! give its name to th« real;. And the iakaa 
of the economio eaperiority of one people over another is, that it 
has more efficieat inBtrnments, and ib therefore better able to appro- 
priate natural agenta to ite wantH. 

There are fishermen in England and France to-day, aa there were 
under the earliest civilisation; but they have b(»ts and fisliirg 
tackle, they have contrivanoee nnknovn to the savages of Tierra del 
Fnego, ana, following the general movement of prodnction, they 
are beginning to replace the sail and oar by eteam, which they 
now ose for drawing np their nets. 

The chase is now become a mere aooessory in the bnainese of 
prodnctioD, and its importance is fated to decrease more and more. 
In popnlona and cultivated lands, game is reared like ponltry; and 
SO perfect is the weapon of deatmction, that, left to themselves, 
the game have no chance of escape. 

No doubt we still have flocks and herds ; but the Hebrew patri- 
archa would be coneiderabW surprised if they could find themselves 
in an English stable or a Normandy pasture. The breeding, rearing, 
and produce of cattle, whether for labour or for the supply of meat 
and milk, are calculated to a nicety. A bollock is a machine, con- 
stmcted to give a return proportionate to the amonnt of ^1 
furnished to it nnder the form of food. The whole thing is a 
mechanical problem. 

So, too, with regard to agriculture, machinery tends more and more 
to supersede human exertion. Animala were first employed ; these 
are replaced to-day by steam, to-morrow by electricity. Agriculture 
is still in many respects empirical ; but the farther we go, the more 
the earth becomes an inatrnment oi labour like all other tools. We 
reckon what vre have put into it ; we calculate what it ought to 

These general facte prove beyond dispute that the industrial 
stage is absorbing all the others. Its characteristic feature is the 
power and precision of its toola. 

From these observationB it reaulta that man, in his ooutest with 
nature, progresses, — 

Itt. In appropriating noturat agents to the tatufaeiion of his 

mantt and the saving of labour ; 
2nd. In adapting natural agents to facilitate indireetVy the tatis- 
faetion of Ais wants. 
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CHAPTEE II. 



Much disccsBioa has arisen amoug economiBts aa to tlie name to bo 

fiven to tlie nattiTal agents tltos appropriated ; and I will here 
riefly pass in review the theories to whioh it has given rise, since 
tJie troths of a science acquire fresh salience b; the exposure of its 

The phjBioorats regarded the soil aa the sonree of all wealth. 
This error was ezcnsable in their time. They bad not seen what 
wealth can be evolved from the tranafomiatian of beat into steam. 
Bnt it is an outcome of this error, that modem economiste still 
attribnte to the soil a pecaliar economic character. 

M. Coquelin says, > "All economists, except a few writers of 
little weight, are ^:reed in including under the name of capital 
only those values which have been created and accumulated by the 
hand of man, and excluding land and the instruments given by 
nature." 

This restriction is admitted by Boesi and M. Joseph Gamier. ' 
" Land and labour are primitive forces ; capital is the result of 
human iodnstry." 

U. Joseph Gamier has given a table in which be divides what 
may be called the stock-in-trado of society into three categories, 
designated as follows : — 

" 1st. Unappropriated natural instrumeDts, including the sea, 
public watercourses, the atmosphere, the heat of the sun, and the 
other forces of nature, physical, chemical, or mechanical, which lie 
at every one's disposal. 

"2na. Appropriated natural instruments, including land and 
lahowr. 

"3rd. Appropriated art^iai or acquired iwtntmenU ; i.e., 
capital. 

He distingaiehes capital as material or non-material. 

" Material capital comprises all products, as provisions, seed, 
raw materials, manufactured producte, tools, warehouses, buildings, 
cattle, money, ete., resnltiag from previous induBtry; and also in- 
clndes the capital employed in the improvement of land, and 
forming part and parcel of the land improved, thus giving it the 
double oharact«r of u natural and an acquired instrument. 

" Non^malerial capital includes trade-connection, acientifio pro- 
cesses, knowledge of all sorts, scientific, litoraiy, artistic, etc., — this 
last constituting intelleetual capital." 

' Uicttonnairc d'Economie Politique, Tol. i., p. 37S, 

* TTaii£ d'EconiymU Politique. C^^)^wlc 
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According to this fable, land (inclnding under tbia term water- 
conrses, mines, and ao forth) represents appropriated natural 
instrumentB ; but coal and iron ore, both of which are raw material, 
represent appropriated artificial instrnmentB. Further, the snb- 
stancea pnt into the soil, aad fonning part aud parcel of it, ate 
capital, bat the land iteelf is not, A drain-pipe ia capital ; bat J. B. 
Say himself admits that it woald be no easj task to decide whether 
a tree planted by man wonld be a nataral or an artificial instrument. 
Bat is not all appropriation the result of human industry p And 
if BO, then, by M. G-amier's own definition, appropriated land mast 
be capital, like any other natural agent. 

The worst, and at the same time the most widely received 
definition of capital, is that of Jamas Mill, " Capital is accumulated 
labour." If so, capital can be created by turning somersaultA in 
the air. The squirrel in its cage is creating oapitcJ. And what in 
the world can he mean by "aoonmulated labour" ? 

The distinction made by other English economists is somewhat 
more intelligible- 
Capita), according to ^^falthus, is "a portion of property devoted 
to the production and distribution of wealth." 

According to J. S. Mill, it is " wealth applied to a reproductive 
use." According to Mr. Banfield,! it is "the portion of goods 
whiah nature has given us, or which we have accumulated by 
abBtinence." M. BobbI adopts these ideas, and makes capital " not 
only produce saved," bot also " produce destined for reproduction." 
But, from the point of view of economio science, these distinc- 
tions only serve to complicate the question. It is hard to distinguish 
between those appropriated articles which are intended for repro- 
ductive use, and those which are not. For instance, food is often 
ve^ clearly capital employed in reproductive labour. 

J. B. Say, in sore perplexity, makes another distinction.* " When 
a man builds a dwelling-houae, he derives from it no product which 
he can actually carry to market; but he derives from it a very 
appreciable product, since he can sell it« use at any time (as he does 
when he lets it at a rent); or he can consume it himself (as when, 
instead of letting the house, he lives in it). This portion of his 
capital, then, is not unproductive, although it does not go to the 
creation of any matraial product." 

He comes to the ooncluBion that some capital is productive of 
utility, and some of enjoyment; but where, in the laagoage of 
economy, is the line to be drawn between enjc^ment and utility F 

Bastiat says simply, ' " The capital of a nation consists ia its 
wealth of materials, provisions, and instruments" 
• Organiiationcf Induitry. 
' Cound'Eeonomie Politiqae, parti, abap.^ l'~.. >.,|.. 
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" Capital," Bays M. Conrcelle-Seneni], ' " is nothing bat the Bum 
of wealth existing at a given time io a giren space or in the pos- 
Beaaion of a given person. Capital, then, is, in some reBpeots, 
BTnonymonB with we^th, ainco both appellations are applied to tiie 
same objects, regarded generallj and without diBtinction." 

Every natural agent appropriated bf/ man is a utility. 

Every utility ie capital. 

The capital of an indiridoal is the general maSB of ntilitieB 
possessed bj him. 

If I am asked, " Bnt health, which yon bar* deaoribed aa a 
ntality, is that capital p " I answer with another qneation, " Is a 
sick man worth aa mnch as a aonad man F " 

But a SQrgical operation, is that capital f It is an exchange of 
capital ; the soienoe embodied in the anrgeon, and the need of 
health in me. 



CHAPTER in. 

FIXID AMD CIBCnLATUia CAPITAL. 

Ail eoonomiata, from Adam Smith downwards, have divided 
capital into fixed and circnlating capital. By wlwt criterion are 
they to be distingniahod F Adam Smith gives none. He confines 
himself to the following claasification.^ 

" Fixed capital, of which the cbaracteriatic is, that it affords a 
revenne or profit without circulating or changing masters. It con- 
siats chiefly of the four following arScles, — 

" First, of all nseftal machines and implements of trade which 
facilitate and abridge labour. 

" Secondly, of all those profitable bnildings which are the means 
of procuring a revenue, not only to a proprietor who leta them for 
a rent, bat to the person who posBesaes them and pays that rent for 
them ; such as shops, warebonses, workbooBes, farmhooses, with 
all their necessary buildings; stablee, granariee, etc These are 
very different from mere dwelling^honses. They are a sort of 
instruments of trade, and may be considered in the same light. 

" Thirdlv, of the improvements of land, of what baa been pro- 
fitably laid out in clearing, draining, inclosing, manuring, and 
redaoiagit into the condition most proper for tillage and cnltnre. 
An improved farm may very inatly be regarded in the same light 
as those naeful machines which facilitate and abridge labour, and 
by means of which an equal circulating capital can afford a much 
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greater rerenne to its employer. An improved ibrm is eqnallj 
advantf^eoas and more durable than any of those machines, fre- 
quently reqairing no other repairs than the meet profitable applica- 
tion of the farmer's capital employed in cnltivating it. 

" Fonrthly, of the acquired and oBofnl ahilitiee of all the in- 
habitants or members of the society. The acqniaition of snch 
talents, by the maintenance of the acquirer during his ednoation, 
stmdy, or apprenticeship, always costs a real expense, which is a 
capital fixed and realised, as it were, in his person. Those talents, 
as they make a part of his fortune, so do they likewise of that of 
the society to which he belongs. The improved dexterity of a 
workman may be considered in the same Ught as a machine or 
instrnment of trade which facilitates and abridges labonr, and 
which, though it costs a certain expense, repays that expense witli 
a profit. 

" The third and last of the three portions into which &9 general 
stock of the society natcrally divides itself, is the circolating 
capital ; of which the characteristic is, that it affords a revenue 
only by circnlating or changing masters. It is composed likewise 
of fonr parts, — 

" First, of money. 

" Secondly, of the stock of provisions which are in the possssaon 
of the hntcher, the grazier, the farmer, the oom-merohant, tihe 
brewer, etc., and from the sale of which they expect to derive a 
profit. 

" Thirdly, of the materials, whether altogether mde, or more or 
less manufactured, of clothes, farnitnre, and building, which are not 
yet made up into any of those three shapes, but which remain in 
the hands of the growers, the manufacturers, the mercers and 
drapers, the tinriber-merohants, the cnrpeaters and joiners, the 
brick-makers, etc. 

"Fourthly, and lastly, of the work which is made up and 
completed, bat .which is still in the hands of the merchant and 
manufacturer, and not yet disposed of or distributed to the proper 
consumers ; snch as the finished work which we frequently find 
ready-made in the shops of the smith, the cabinet-maker, the gold- 
smith, the jeweller, the cbina-merchant, etc. The circulating capital 
consists in this manner of the provisions, materials, and finished 
work of all kinds that are in the hands of their respective dealers, 
and of the money that is necessary for circulating and distributing 
them to those who are finally to use or to' consume them. 

" Of these four parts, three, — provisions, materials, and finished 
work, — are, either an uually or in alongerorshorter period, regularly 
withdrawn from it, and placed either in the fixed capital, or in the 
stock reserved for immediate consumption." 

J. B. Say, Stuart MOl, MacOuUoch, MM. de Molinari, Couroelle- 
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Seaenil, and Stanley JeTone have all restricted theueelvea to 
simple commentaries on Adam Smith's claesification. M, Goorcelle- 
Senenil winds np with • " This distinction is not indiepntable in 
theory, and often by no means easy to recognise in practice." 

Is the distinction, then, to be regarded aa a soho^tic refinement, 
or as a solid reality F 

In order to answer this question, I mast remind the reader that 
we have observed in the appropriation of natural agents to the 
wants of man a doable oharaoter. 

Ist. The appropriation of natural agents bymanfor the immediate 
satisfaction of his wants. 

2nd. The appropriation of natural agents to facilitate indirectly 
the satisfaction of his wants. 

Look at the lacte ; a man has a hook for catching fish. This 
hook will always be of nse to him aa a fish-hook. Should he lose 
it, he will catch no more fish. But what does he want the fish for ? 
Either to sell or to eat. If he eats it, it is still of no nse to him, 
unless it nndergoes cert^ chemical changes amonnting to a com- 
plete tmnsformation. If he sella it, it ia none the less transformed, 
so far as he is concerned, for it is turned into money, cocoa-nute, 
brandy, etc. 

Take an implement more highly finished than the fish-hook, — say 
a st«am-engine. It is of use only 80 long aa all its gear and 
machinery remain intaot. On the other hand, the coal sapplied 
to its furnace is nsefnl only on condition of its conversion into 
motive force. 

Again, take a cotton-milL The cotton goes in as cotton-wool, it 
comes oat as cotton-yam ; in order to produce this atility it has 
undergone a physical change, wliile the spindle I^ means of which 
this transformation is efieoted can, on the contrary, be of no use at 
all, except by remaining exactly as it was. 

The cotton-yarn loses all il^ atility to the spinner if it is not 
transformed into money or other products. Like other commo- 
dities, it has no utility onless it be transformed afresh by way of 
exchange. 

'^om these observations, it appears fliat there is a real oriterioQ 
between fixed and circulating capital. 

The following crit«ria wei'e first established by M. Menier in 
1874, in hia work, Theorie et AppUeation de I'Impot ear le Capital. 

Fixed capital coneiste of ali siich utilitieB as yield their products 
without changing their nature. 

OiroulatiTig capital eontiitg of all mek utilitiei at change their 
nature in yielding their producte. 

' Uamul dti AffairtM, p. 88. i>, Gt.H.)'^le 
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Or tlms, — 

Fixed ewpital produces utililiet without trantforming itself. 
Ovrotdating capital produeea utiUtiet only by undergoing trangfor- 
tnalion. 

Or, still mora simply, — 
Fixed oapiUd is tTie tool. 
Oireulating capital is the rate material and tue product. 



CHAPTER TV. 

HOHENCLlTtTBI OF FIXED CAPITAL AND OISCUI^TIHa CAPITAL. 

This criterion established, it beoomes vtirj e»ej to distii^Diali what 
is fixed and what is circulating capital. 

The soil most ramain as it is if it is to prodooe ntilities. No 
donbt it wUl become exhaasted, unless a certain nnmber of its 
component elements be renewed ; bat then, if those oomponent 
elements have been exhanBted, the soil is no lonji^r what it vae 
before. It must be restored to its identity. The soil, therefore, is 
fixed capital. 

On the other hand, the crops, which are destined to be sold or 
eaten, are circnlating capital. 80 is (he part reserred for seed, for 
it can only be ntilieed by losing its identity. 

Among animals, those kept for labonr or enjoyment are fixed 
capital. A pig intended for salting is circnlating capital. The 
cook is fixed capital, Hm capon is circnlating capital. 

Machines, fumitare, honsehold ntensils, objects of art, — in short, 
all instramentB productive of ntility, whatever form they may take, 
— are fixed capital 

AU raw materia), all mamnfactored {Nwlnots intended for sale, 
are circnlating capil»l. ] 

As to money, it is fixed capital to the l^endary miser, who 
spends his life in counting his gold ; but other men are not in the 
habit of keeping it to look at. On the contrary, they 00 sooner 
have it than they hasten to convert it into honses, lands, food, etc. 
Money is simply an o^an of transmission, a means of exchange. 
It is, by its very natnre, cironlatang capita). 

Bat what of bcmde and shares P 

The qneation shows that the pnblio does not yet realise the exact 
natnre of these things. Shares are nothing bat fractions of a title, 
they are simply a claim to a part-projmetorBhip. The property 
may be fixed or it may be circnlating capital, as it happens ; the 
shares are not capital at all, they only represent capital. 

So with bonds; they are mortgage-deeds, nsoally secared on 
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fixed capital. Now every mortg^ee is a co-proprietor in the pro- 
perty vhich forma the sectiritj. It is this fixed capital which 
prodsces the annual sum necessary to pay the interest on the 
advance. 

Private individaals may reckon their bonds and shares among 
their fixed capital, since they produce a very real utility ; hnt it is 
giving them, another character than their true one of simple docu- 
ments, fractional titles to property ; it is confounding ihe sign with 
the thing signified. 

The following ntilitiea, then, are fixed capital : — 



Sou, 


MineB, 


BnildingB, 


Machinet? 


Implementa, 


ehipB, 


CarrUgeB, 


Aaimiils pnt to nse. 


Household utensik. 


Pumitare, 


ObjeotB of art. 





The following are oircalating capital ; — 

Bftw material, Axticlss of aamnieroe. 



CHAPTER V. 



No one will dispute that tools augment the power of man. The day 
he learnt to use the lever, fae was enabled to apply more force with 
less exertion. The day he tamed the dog, he was enabled to do 
with the dog's help wlutt he oonld not have done without it. These 
tmtbs are practically nndeniable. I may, however, draw attention 
to the fact that it is not so long since a good many people debated 
whether machinery was useful ; and some working men still have 
their doubts on tkia point. I shall explain further how this pre- 
judice has arisen. 

It is enough for my present purpose to point out the following 
fact. According to the experiments made for ascertaining the 
horse-power of Bteam, the strength of one horse is equal to that 
of seven men. One horse-power of steam is equivalent, at the 
cnrrent rate, to that of three draught-horses, or twenty-one men. 

Now, in 1878, out of nearly 2,800,000 horses, 2,200,000 were 
Qsed for draught. The total power would equal that of lfi,400,000 
men. 

There was 3,024,000 horse-power of steam, equalling the power 
of 63,504,000 men. This force, moreover, is continuous, so that 
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the figures m&y be doubled, trebled, even qnadrnpled, without 
ex^geratioD. 

Ponr honea draw a plongb; they are doing the work of tneatj- 
eight men. While thej are ploughing the farrow, the twenty-eight 
men may be employing their Htreogth, some as joiners, eome as 
masons, some as professors; whilst others again may be doing 
nothii^. At the end of the day, the same quantity of land will 
have been ploughed as if the twenty-eight men bad all been plongh- 
isg it. If, instead of the fonr horses, four horse-power of at^m 
had been employed, it would hare saved the ezertdons of eighty- 
fonr instead of twenty-eight men, and est them free for some other 
employment. They might hare folded their arma and looked on, 
and the reenit at thd close of the day wonld hare been the same as 
it* they had been toiling all the time without a moment's respite. 
That boiler, that valve, thoBe pistons, that coal and water, represent 
eighty-four cheap, active, and indefatigable slaves. 

TooU tend to reduce Ituman effort to a mtnimum. 

If^ by means of a tool, a man can obtain in a quarter of au hour 
reanlte which he ooold not otherwise obtain in twenty honrs, the 
nse of the tool will hare given him all the rest of the time to do 
what he likes with. In the same way, if a maohine oan prodnoe 
tha same qnanti^ of utilities as the labonr of twenty-one men, then 
we have twenty-one men set free to attend to the prodnotion of 
something else. 

Thus, three million horse-power of steam represents the exertions 
of sixty-three millions of men. Tbeee men wonld hare been engi^ed 
jo the mere production of motive force, and in nothing else. In- 
trodnoe the nse of steani, and yon have gained the motive force; 
the aiziy-three miUions of men can apply themselves to the pro- 
duction of something else. 

In ^France, for instance, work is done which wonld take sizty- 
three millions cA men to do it, and Ote six^-tfaree miUions of men 
do not exist. 

Moreover, tbe snei^es thns set free mar in their torn act on 
other tools, no less powerful than those which have set them at 
hbertv ; one horse-power of steam supplies the pittoe of twenty-one 
men, bnt this horse-power is not the only one. The enei^y of these 
twenty-one men may spend itself in the nse of tools every one of 
which in its tnm liberates the energies of ten, twmty, or a hnndred 
men. 

Henoe we draw the ooncInsioB, 

Human ^ort u produetwe of ntiHHet mproportion to thapowercf 
iti toolt. 

Here we enconnter a new factor. 

From the hand-ahaped flint to the flint fixed in a wooden haft is 
a great stride, and from this stone hatchet to the steam-engine is a 
still greater. >(**f°tTaT^ 
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From the day it firat oocurred to roan to fix his flint in a wooden 
handle, the prooeBB has gone on repeating itself. The tool he has 
made helps him to make another. 

The lids of many thonsands of aanoepans and kettles must have 
been raised by the escaping steam, mnoh to the annoyance of house- 
'wives, before a young man of the last century, an intuitive ob- 
server, perceived the full meaning of this fact, and invent«d the 
steam engine. But, once invented, the steam-engine is reproduced 
indefinitely, and with fresh improvements every day. It is itself 
employed in its own reprod notion. 

Thus ; The ^ort neceaaory to produce a given retuU varies in- 
verse^ ae the power of the ttxi. 

The energy eet/ree by the use of the tool varies Hreetly at the power 
i)f the tool. 

A tool, onee produced, mat/ he repro^iced ind^iniiely, and may iteelf, 
directly or indirectly, aid in the reproduction, 

I shall be told tlutt the cottoa-spindle is not used in reproducing 
itseU. No ; not directly ; but indirectly it helps to clothe the 
workman who reproduces it. 

I shall be told that a potnre is an instrument of enjoyment, and 
tiiat nevertheless it cannot be reproduced indefinitely. That, too, 
is strictly true; but <*hy is the original so valuable, and the copies 
of BO little relative worth, if not because the latter are so easily 
produced F Michael Angelo's " Laat Judgment " ia to art what 
Watt's engine is to industry. 

To this productive faculty of the finished instrument must be 
added another characteristic, that of durability. 

An implement lasts a year, two years, ten years ; a road lasto a 
century or two; a harbour or railway, if kept in repair, lasts 
indefinitely ; a house lasts for a variable pericKl. The new fixed 
capital does not destroy the old. Thus there is an accumulation of 
fixed capital. 

We have embraced all such tools as produce ntilitieB more or less 
subjective under the torm^«d capital. 

Now, fixed capital produces ntilitieB in only one way, viz., by 
absorlnng raw material, and converting it into products. 

With the man of the Stone Age, the expenditure of raw material 
is considerable in proportion to the producti He must live long 
days bef<a« he can provide himself with a stone hatobet, and during 
these dayB he must eat ; food is his raw material ; the consumption 
is great, and the resnlt small. The search for circnlating capital — 
foot}, is an hourly anxiety ; for the slenderer bis fixed capital, the 
more difficult he finds it to procure circulating capital. But wbeo, 
little b; little, be has succeeded in obtaining fixed capital enough 
to allow of his obtaining circulating capital beyond his immediate 
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wante, he has time and energy at his dupoeal for attemptiD^ to 
incteaee faie fixed capital. 

Compare the banger-driven pre-hiHtorio man with the man of oar 
modem civiliBation ! 

Oar indoatry conBumea oiroalattng capital in the form of food for 
thooaanda of men, and in the form of materiale, stone, iron, coal, 
etc., and this conenmption goes on for considerable periods of time. 
For what pnrpoae ? For the parpose of oonstmotiug a honse, a 
ship, a i-ailway, etc., which shall afterwards serve to economise 
human effort and save the consamption of food and other oiroalat- 
in^ capital for some other work. Hence : — 

The eotttutr^tion of eirmUating capital u in inveree ratio to th» 
power of the tool. 

A kilogramme of ooal represents 8,000 calories.' 

One calorie equals 425 kilogrammetres,' therefore one kilo- 
gramme of coal represents 8,000 x42ti =3,400,000 kilogrammetres. 

One borse'power yields 75x3,600 = 270,000 kilogrammetres per 

In a steam-eDgine oonsamiog one kilogramme of coal per hoar 
per horse-power, the proportion between the labour exerted and 
the namerical equivalent of the heat giveu out is AVaVoS *= ')'^- 

The steam-engine consnmea a raw material, coal, which it con- 
verts into force. This force again results in a product. The loss 
is as yet considerable ; progresawill consist in reducing it. 

A goods-engine at the present day fed with one-eighth the fuel, 
yields fourteen times the force that Stephenson's engines did in 
1825. The proportion is as 1 : 112. 

According to Mr. Kundella,^ the number of tons of ooal used 
in the production of one ton of pig iron vexe, nine in 1787, three 
in 1869, and two in 1876,* 

This saving has been effected by the improved construction of 
furnaces, the improved arrangements of bellows, and the greater 
utilisation of heat. This rate of progress has besn ontstripped in 
the conversion of ifon into Bessemer steel, by the regenerating 
furnace, and by the Siemens direct process. 

Thos, by means of improved machinery, more utilities are pro- 
duced at less cost than formerly. 

Industrial progreag consist* in obtaining tke highett poteible inverse 
ratio between th» tmrnimption of tirouiatiag capital ontj the return 
yielded by fixed capital. 

' The tenn calorie expieues the amooDt of heat required to nise one kilo- 
gmame of water one degree centigiada. 

' The kilogramiaitte is the French djntunomeChc-iuut, anivering to the 
EngliBh foot-ton. 

' Journal of the StatitticiU Soetttu, March, 1678. 

' The diagrams in this volnine have been made oat bj M. Fioeper Onjot, 
diieotot of the Correrpimdaact BtitnUfiqne etAgricoU. ( iiooli' 
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J» the muliipUcation of cireulatmg capital, the effort is in inverse 
ratio to the power of the fixed capital. 

Tlie m-ulUplieation of dreulatmy capital is in direct ratio to the 
power affixed capital. 

We are nnable at present to determine, at least in the majoritj 
of oases, the exact rate n{ this proportion ; later oa it may be 
pOEeible to ascertain it, when statiaticB may have fnrnishecl more 
certain informatioii than thai we at present poseess. 

Bnt of what oharaoter ia the oonGnmptjon of moat of this circn- 
lating capital, whether raw material or prodace ? 

iS&a conanmes food ; and while be oonsnmes it be is baildin^ his 
hut or making his tools ; in doing so, he ia converting circnlating 
capita in the form of food into fixed capital in the form of a bnt or 
tools. In a more advanoed st^e of ciTiliaation, we find bim con- 
verting raw material of all kinds, — food, coal, minerals, and bo 
forth, — into roads, bridges, harbonrB, and locomotives. We may aay, 
then, that — ■ 

OiTcalating capitai, with the exception of mionei/, has a constant 
teTuiency to be converted into fixed capital. 



CHAPTER VI. 



We have jnat examined the action of fixed and oironlating capital in 
changing the condition of matter. 

We find it just the same with the changes of place to which 
matter is anbjeoted. 

We repeal the partiaana of final canses notwitbatanding, that 
matter and Eorce >done lie at tbe disposal of man. His exertions 
done convert them into utilities. 

Man does not find in one place all the various objects whtoh 
minister to tbe satisfaction of bis wants. He gets bia cotton from 
tbe United States, and bia coal from Bngland. He brings these 
two species of raw material together ; and when tbey are trana- 
formed into products, he brings these prodnota within reach of the 
consumers who want them. 

A want once recogniaed, if tbe ntility which will satisfy that 
want cannot be brought within reach of a man, tbe man must go 
within reach of the utility. The sky of Nice cannot be trans- 
ported into a London f<^, so tbe EDglisbman goes to Nice for his 
snn shine. 

The principal factor in this problem is space. 

I borrow the following figures from M. Perdonnel., who has 
spooially interested himsolf in the means of tiansport. , 
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A. horse of aTersge streogiih, going at a fbot-pace, ten hours out 
of the twenty -four, cannot c&rey on his baok more than 100 kilo- 
grammea. The aame horae, harnessed to a vehicle, will carry, or 
rather draw.foran equal distance on an ordinary macadamiBed road, 
1,000 kilc^rammes, and on a tramway withoat sharp onrvea or 
heavy gradients, 10,000 kilf^rammeB. 

Farther, in 1840, wagons conveying merchandise did from three 
to four kilometres an honv easily, and, travelling eight hoars in 
the twen^-fonr, accomplished from twenty-eight to thirty kilo- 
metres a cby. The express goods service, using relays, made from 
sixty-five to seveni; kilometres per day. 

The expeose of constmctioii of macadamised roads, from ten to 
twelve metres broad, wonld be on an average twenty thoasand francs 
per kilometre, and tiie annual cost of repair five hundred francs. 

The making of the great railway lines in France has cost 503,000 
francs per kilorndtre. A goods engine like (he Engertk costs 
107,000 &aBC9. Bnt this locomotive draws forty.four w^rgons, 
each laden with ten tons of merchandise, at a speed of thirty kilo- 
metres per honr. Thns it performs in one hour a longer journey 
thaD a common carrier's cart would do in a day, and in two hours 
almost as much as (be express goods service ; and in twenty-four 
hours as much as wonld take the tormec twenty-fonr days, and the 
latter twelve days; while to (be 440,000 kilogrammes drawn by (he 
locomotive must be added its own weight of 02,000 kilogrammes. 

This locomotive, which can run 800,000 kilometres without get- 
ting oat of repair, consumes in drawing this load sixteen kilo- 
^anuues of coal per kilometre in summer, and eighteen in winter. 
The expense, including wages, duty, cost of coal, water, oil, grease, 
waste, hghting, and the repairs of engines and tenders, amounts on 
an aven^ to 1 fr. 10 cents. 

Let ns look inte these facts. A man could not carry more than 
thirty or forty kilogrEunmes at tbe most. A horse will carry a 
hundred — three times as much. The botse ooeta bis keep and 
training ; bnt these advances are reimbursed by ius labour, which 
replaces that of the man in the proportion above named. It is 
(rue, that in order to obtain this result, the man has had to make 
some exertion in advance. 

Next, the man makes a wider step in advance ; — he not only 
trains the horse, bnt he makes a road ; but while he is making the 
road, he ntnst eat ; he must therefore have laid up circulating capi- 
tal for his own consumption while he is creating the fixed capitel. 
He knows what he is about ; he is converting bis food into roads, 
m order to get more ont of bis first fixed capital, tbe horse. Onoe 
the road is made, tbe horse will no longer carry a bondred kilo- 
grammeH, he will draw a thonsand. The effort of the man becomes 
less and less, for a greater and greater result. /-~ . . ,| , 



More or leBBunconscionsly.hefollowsoTitthis ByBtem. HespendB 
at last 500,000 francs per kilometre od roadB which formerly cost 
only 20,000. These 500,000 francs represent for the most paii; the 
conanmption of ooal, iron, and food, — circal&ting capital which htis 
been tarned into embankmeute, tunnele, and rails. The effort ex- 
pended in advance ie bo great as to seem absard, and yet nothing 
oan be more reasonable, since it has proportionately diminished the 
effort made in the long rnn. By means of a definite amonnt of 
completed labour, he has saved an indefinite amonnt of laboor in the 
fntnre. 

Here we find another confirmation of the laws already stated ; — 

Industrial progreee conHsts in obtaining the highett poteible inverae 
ratio betwe^i the eonmraption of ewovlating eapitai and the Tetum 
yielded by fixed capital. 

OirctiloHng capital, teith the exception of money, has a eomtavi 
tmdenci/ to he converted into fused ca^UaL 



CHAPTER VII, 



Another economic factor, and one far too mnch n^lected, is time. 

Prebietorio man mnst have taken a fortnight, perhaps a month, 
to fashion his hatohet; and however innred be might be to hanger, 
he conid not live all that time withont eating. 

He mnst therefore have absorbed oironlating capital in the shape 
of food, to be tranaformed into fixed capital in the shape of a atone 
hatohet. This is an advance of capital. 

The more developed the civiUeation, the more considerable is the 
advance of capital required. One kilometre of railway costs 
500,000 francs; that is to eay, dnring a space of three or fonr jeaxs 
an amonnt of circulating capital equivalent to that sam is spent in 
food for man and beast, in ooal for the steam engines, and in 
materials. Now this fixed capital does not turn into an immediate 
atility the circnlating capital it has consumed. We have first to 
wait till it is completed, and when it is completed, it is only by 
little and little that it retams the equivalent of the utilities absorbed 
by it. 

We have shown that circulating capital has been advanced. This 
advance is called credit. Itminimises time, last as transport minim< 
ises space. We define it thus: — Oredit is fne advance qf ciroulaiiny 
capital. 

This circulating capital is consumed in varions ways ; but, as we 
have seen, the greater part of it will be converted into fixed oapitah 



Bat it may be eaid, Credit prodaces nothing. No more does 
transport. Bat credit shortens time, jast as transport iibortens 

A has ft capital of fifty thousand francs ; with this money he can 
bay a factory of Z, which he pays for in part only ; he bnjs coal of 
Y, which he will pay for in three mouths, when he has had time to 
mafae and sell the prodnots. Every one else does the same in his 
own case. If it were not the onatom to give credit, T would not have 
let A have the raw material, A could not have gone on with the 
maoiifactnre, and the prodnot wonld never have existed. 

Bat if Y had not bad the raw material, it is clear he oonld not have 
given A credit for it. Credit, like transport, always exists in con- 
nection with something, and is iaeeparable trom it. Transport, in 
bringing tt^ther raw materials of different kinds, and pntting them 
within reach of the conanmers, has as its indispntable consequence 
the mnltiplication of capital; and it is the same with credit. 

Credit does not by itself immediately augment the amonnt of 
existing capital, bnt it does augment the prodaoing power of that 
capital. 

In an active civilisation, this resnlta in a rejieronssion which 
indefinitely mnltiplies the original capitbl. A oonsamer bays ai 
three months and sells at three months, which makes six months, 
and BO on. This mnltiplication, applied daily and hourly to the 
millions of individuals who produce and consume, represents an 
immense power of production. It is useless to cavil at it ; it is 
impossible to deny it. 

Although Stuart Mill himself attests these efiecta, he langhs at 
people who spetik of an extension of credit as though it were a 
creation of capital, whereas credit is only permission to use the 
capital of another person.^ But if Stuart Mill is right, these people 
are nevertheless not altogether wrong. An extension of credit is 
equivalent to an extonsion of capital, for it |daoes at the disposal of 
those who have it an amount of capital which they would not 
otherwise have bad. Credit does not always imply the actual use 
of another person's capital; it sometimes means a mere guarantee 
or bail. A capitalist opens a credit with a mannfaoturer who, on 
the strength of it, entors into certain engagements ; if his affairs 
prosper, he may never have recourse to the capital represented by 
his credit. Credit, then, in this case, is a real extension of capital. 
Again, credit is an extonsion of capital, because it is a saving of 
time. To produce fixed capital, aucn aa a railway, for instance, I 
mnst spend 500,000 francs per kilometre in articles of food and 
clothing for the workmen, in stone, iron, and other circulating 
pital, which is thus withdrawn from circulation. Supposing it 

> PrineipUi of Political Economj/, Book III., chap, xi., par. 1. >o|iJ 



to be a Frencli railway, it is oalonlated that it will repay the capita 
advanced, with iutereet, in ninety-nine years. 

Take a bill of exchange, dieoonnted at three months. This bill 
enables me to procure circnlating capital ■ raw material, which, 
transformed into prodnofs, will enable me to meet the bill at 
maturity. Whence does this bill derive its valaeP I^m the 
asanrance that it will be paid at the date specified. Thanks to tbie 
bill, I have been able to proonre for myBclf the " capital of another 
person," to nse it, and to transform it into capital of a higher 
value ; all which I conld not otherwise have done. Here we have 
not a mere shifting of capital, bat an extension of capital. 

"Bnt," it will be urged, "if credit prodaoes an extension of 
capital, an indefinite extension of credit will prodnce an indefinite 
extension of capital." 

This objeotion only establishes my point. The effect of credit 
being to absorb oircnUting capital into fixed capital, it follows that 
too great an extension of credit will provoke a too rapid absorption, 
and so the eqnUibrinm is distorbed, and the circnlating capital 
recmired for nolising the fixed capital becomes scarce.' 

Stnart Mill himself admite that credit haa an acquiring power 
in m ili r to that of money. 

It IB the advantt^ cd credit, that it pnta at the disposal of those 
who will nee it to the best advantege capital which the apathy or 
inaptitnde of its poesesBors might have rendered unprodnotive. 

Li this way, the late Mr. Bagehot has pointed ont the principal 
fnnctioii of Lombard Street. There are quiet jwopie in the country 
who accumulate money, and there are active people who nse it; 
Lombard Street negotiates between them. 

This question of credit was so ill understood, even within com- 
paratively recent times, that J. B. Say wrote, " it is better, when- 
ever possible, to work with one's own capital." 

The answer to this is, as Mr. Tooke says,* " The power of ac- 
quisition of merohaats who have capital and credit extends far 
beyond anything people can imagine who have not a practical 
acquaintance with the speculation-market. If a man with a 
reputation for possessing sufficient capital for his business and 
enjoying good credit in his trade, foresees a rise of price in the 
article in which he deals ; if he be favoured by circnmstences at the 
outset and in the oouise of his speculatiou, he may effect enormous 
purchases, ont of all proportion to his capital." 

Mr. Bagehot goes further still.^ "In every district small traders 
have arisen, who discount their billa largely, and with the capital so 
borrowed, harass and press upon, if they do not eradicate, the old 

' See Book IT., ComnwreiiiZ Cmea. 

' Inguiry into the Currency frincji-Vi. 

* Lombard Street, p. S. /"-I 
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capitalist. The new trader has obvionBlf an immense advant^e in 
the etrnggle of trade. If a merchant have £50,000 all hia own, to 
gain 10 per cseut. on it he mnet make £5,000 a year, and mttst 
charge for hia eooda aocordingly ; bnt if another has only £10,000, 
and borrows £40,000 by dificoonta (no extreme instance in onr 
modem trade), he has the same capital of £50,000 to use, and can 
sell mnoh cheaper. If the rate at which he horrowB be 5 per cent., 
he will have to pay £2,000 a year ; and if, like the old trader, be 
make £5,000 a jeer, he will etill, after paying hia intoreat, obtain 
£3,000 a year, or 30 per cent, on his own £10,000. ... In 
modem Snglish bosiiiess, owing to the certainty of obtaining loana 
on diBconnt of bills or otherwise at a moderate rate of interest, 
there is a ateady bonnly on trading with borrowed capital, and 
a et«ady diaconragement to oon£ne yonraelf solely or mainly to 1 
yoiir own capital." 

At tile same time, credit gives a democratic character to prodnc- 
tion ; it pats personal activity in place of capital ; it does away with 
the great old families of "merchant prinoeB;" in fact, at the present 
day we may almdst say that whoever haa an idea which aeems likely 
to tnm oDt profitable, can obtain capital. I say "seems likely," for 
he need not be right in his expeotatioQ j he need only make others 
believe that he is right. Credit ie from credere, to believe. 

Credit ia quite a modem institation. Formerly there was only 
the classic nsorer, who pat ont hia capital on hazardous ventures, and 
made it hia basiness to sqneeze enormona profits ont of the embar- 
rasstuente of other people. The money-lender was a person quite by 
himself, one t« whom no other employment was open, — a Jew, per- 
haps ; and he was rarely to be met with in real life. Even now, in 
many countries, the capitaliat carea only to hoard hia money, without 
attempting to get apy interest upon it. The popular legends about 
hidden treasure bear witness to a universal instinct, still to be found 
in Asia, Africa, and South America, and eveu amon^ some of oar 
own French peasantry. Macaulay gives a vivid picture of the 
erabarrasament of the merchant of the l?th century, who has made 
money, and does not know what to do with it. He tells us that 
during the interval between the fiestoration and the Revolution, 
the wealth of the nation had rapidly increased. Thousanda of 
merchants discovered, on takii^ stock at Christmaa, that after 
having provided out of the year'a ineominga for their domestic 
expenditure, there still remained a snrplua. What to do with this 
earplns was for many of them a question not easy of solution. In 
the 17th century, a lawyer, a doctor, a retired merchant, who had 
pat by a few thousand pounds, was often much embarrassed to find 
some aafe and profitable investment for them. The father of the 
poet Pope was a city merchant ; when he retired from business be- 
took with him a box containing twenty thousand pounds, ;froni 



whioli he drew ttom time to time the amonnte neceaaarj for keeping 

Heooe arose those prejadices against interest on money which are 
now beginning to disappear. Proudhon, whose only importaooe as 
a writer consists in his liaving appropriated and set forth in an 
attractive light all the ohimsrae of all the ntopiats who played on 
the crednlity of the masses abont the middle of the present centni^, 
exclaims, " My philosopher's stone is absolnte freedom of credit. 
If I am deceived in this, sociaHsm is a vain dream." I remember 
my amazement when, in 1868 and 1869, 1 heard this question of 
gratnitona credit discussed at length in pnbUc meetings. The 
disciples of Prondhon offered it as a nniversal panacea. As a matter 
of fact, interest is based on two indeetmctible facts, — firstly, the 
price of time ; secondly, aeourity f^inst risk. 

The borrower pays for the service rendered him. If he does not 
choose to pay for it, he should not aek for it. Those who wish to 
abolish interest on money most begin by abolishing the borrower. 

The object of all these combinations of credit is to save time, and 
to stimnlate the more and more rapid formation of new capital, 
jnst as all combinations for the purpose of transport Mm at minim- 
ising space. And these two systems of combinations work together 
towards the same resnlt, the system of credit serving in effect for 
the transport of capital all OTsr the world, while modern means of 
transport, by facilitating and accelerating the ciroalation of dicnlat- 
ing capital, facilitate and accelerate its realisation. 

A railway coneomes in the making hnndreds of millions of francs 
in food and clothing for workmen, in fodder for horses, in coal for 
the engines employed, in rails and sleepers which have themselves 
absorbed in the making a quantity of circulating capital. 

After a time these expenses are refunded, and this refunding we 
call amortisation. 

A'mortisation is the Teimbttrsemmit of the drcu laling capital abtorbed 
by fixed capital. 

Thus :— 

Credit i» ths advance of dreuUUittg capital. • 

Credit does not immedtaieh/ augment (Ae amount of existing capital, 
but it does augmetd the producing pofeer of that capital. 



CHAfTEK VIII. 



I HAVE defined value as the relation of the uHUty possessed by one 
person to the needs of another person. 

Excha/nge is the relation of utilities betieeen themsehies. According 



to the Boman olaaeiSoation, Do v,t dee ; facio ui facias ; do ul facias ; 
facio ut des. 

A Frenchman of the Bineteenth. oentnry needs uhoee, clothes, 
wine, bread, meat, coffee, Bogar, fish, vegetables, mnsic, news, 
eecnrity, etc. His wante are more varied than his aptitndes; he 
-wonld find it a hard matter to make all theee articles himself. The 
conntry be lives in is not Baited to the production of all this 
raw material ; nor has Le at his disposal the machinery, the motive 
power, the skill, the land, necessary for obtaining the mannfautnred 
prodnct. I need not insist farther. Everybody se^ how impos- 
sible it is that each shoold provide for all bis wants himself. 
Formerly it was a maxim in agricnltare, that a piece of land shonld 
suffice for itself ; that is, that it shonld prodnoe all that was neces- 
sary for the family which cultivated it. This maxim has now gone 
to swell the mass of exploded theories. The wine-grower of the 
South grows his wine and bnya his com. The land yields the 
prodncts it IB best fitted to yield, and so mnst man. This is the 
principle of division of labonr. 

With the development of civilisation, man's wants become more 
varions, and his aptitades more specialised. The consequence is, 
that he can prodnce more ntilities than before ; bat these atilitiea 
are more limited in their nature ; they are all of one kind, He now 
produces, not so much what he wants, as what others want. Hence 
ii'comes to pass that exchange becomes an ever more imperions 
necessity ; for exchange consists in giving away what are to ns 
snperflaons ntilities in order to obtain what are to as necessary 
Qtilitiea 

We purposely employ the word " utility " here instead of " thing " 
or " sabetance." When we get a mnsician to play for ns, we are not 
exchanging onr money for a certain amount of some substance ; bat 
ne regard the agreeable sensation produced by hb music as a 
utility, and we pay him for the sensation. 

The whole mechanism of exchange is based on the variety of 
wants and aptitndes. 

Every now and then we hear it said, " We must learn to be 
content. We must set a limit fco our wants," How shall we 
limit them ? It is right enongh to say indiTidoally, " We mnst 
have no more wants than we can prodnce ntilities to satisfy." Bat 
from another point of view, we mast beware of these ethics of 
apathy. Under the gnise of prndence, they tend to idleness. It is 
the stirring of new wants which impels man to strive, to develope, 
to augment his powers. It shonld be the aim of each of ns to 
enlarge his life by mnltiplying and extending his activity ; the 
development of onr capacities keeps pace with that of onr wants. 
The greater the extent and variety of both the one and the other, 
the more frequent mnst exchange become. Among primitive 
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peoples, it iras confined to a few implements or other DecesEariea ; 
iQ onr more advanced oiviliBatdoa it forma the principle and conge- 
qaence ot our every act. 

The object of exchange is to bring the utilities possessed by each 
individual within reach of the wants of all the rest. 



CHAPTER IX. 

CIBCnUTION. 

Han appropriates natnral agents to hia wants by SDbjeoting matter 
to certain changes of condition. In thelangoage of economy, these 
changes consist in the action of fixed capital upon cironlating 
capital. 

Bat these changes can only take place by means of exchange and 
transport. Industry conaistsin bringing together different kinds of 
cironlating capital, and snhmitting them to the action of fixed 
capital. The metal-worker places ore from Spain and coal from 
England in a blast famace. The metal thoa obtained, it is the 
bagineae of commerce to bring it in contact with the conanmer, 
who turns it into nails, hammers, machines, and so on. 

To all these varions phenomena, the term circnlation — a word 
far too restricted in its present nae — shonld be freely applied. 

Circulation is the aeries of phenomena by the add of inhich eiraula- 
ting capital is transfanried into fixed capital, or into fresh circulating 
capital. 

I am aware that this definiMou, like moat of those I have given, 
forms no part of the present vocabulary of economics. Coquelin's 
definition is very simple, and certainly does not err on the side of 
narrowness. According to him,^ circulation ie "the tendency to 
movement," a definition so wide that it embraces nothing. J. B. 
Say says, " It is the movement of money or commodities in passing 
from hand to hand." J. S. Mill says,' "The average number of 
purchaees made by each piece (of money) in order to effect a gives 
pecnniary amonnt of transactions." 

M. Menier is the first economist who has at all grasped the im- 
portance of circulation.^ This will be his title of honour in the 
history of economic science. 

I shall myself ever owe him the deepest gratitade, since it was 
his vaat practical experience which opened up to me new horizons 
which my theoretical stndiea woold never have revealed to me. 
He showed me, by a thousand examples, how all economic qoeations 
ai-e rammed np in this one of oironlation. 
' IHcHoitnaire cTEamomie Politiqae. 
' PrinBipUi of PolitUai Economy, p. 301, 7ih edition. 
* TMoTie e( A^lieaOon eU I'lmpSt hb- It Capital, Book iv., chftp,||^. 
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"What is my aim as a manufacturer P "he aeks. "It is to (rans- 
form my raw material as rapidlj ae posHible into commodities, and 
my commodities again into fresh capita), at a profit. 

" But is it not poBBible to determine tbe rate of this prodnotion, 
and to estimate the influence of rapidity of circulation on prodnctioa 
generally ? 

" I have no £esitation in replying. Tea, it is poseible ; and it can 
be done in the simplest manner, A single iUastration nill serve the 
purpose. I disregard compound intorest for the sake of simplicity. 

" I start with a oironlating capital of 100,000 francs (raw ma- 
terial), which is converted annually into circalating capital (com- 
modities), and brings me in annually a net profit oi 10,000 francs. 
At the end of ten years I have made 100,000 francs, thus doubling 
my original capita. I now work with a capita of 200,000 francs, 
making an annoal profit of 20,000 francs; and at the end of 
another ten years I have a capital of 400,000 francs. From this 
I gain an annual profit of 40,000 franra, and in ten years more I 
have 800,000 francs. 

" I have supposed this reeolt obtained in thirty years, but if in- 
stead of thirty years, I had taken twenty, then at the «id of tbirl^ 
I should have had, not 800,000 francs, but 1,600,000 francs ; and if 
instead of twenty years, I had taken only ten, it mould have^been 
3,200,000 francs. 

" Hence I conclude that production advancm in geometrical ratio to 
ike rapidity of eireulalion." 

Hence the production of a country depends on the rapidity of 
circulation. The better a nation utilises time and space, the more 
it prodnces. 



CHAPTER X. 

Risuat. 

It will be useful to sum up in a few words this analysis of the 
materials which constitute value. 

In order to provide himself with utilities, man must triumph over 
three obstacles — over the inertia of matter, space, and time. 

To obtain a ntihi^ possessed by another person, he must give 
that person an equivalent utility. 

The various combinations bj the aid of which these difficulties are 
overcome, so as to obtain, with a minimum of efiort, in a mini- 
mum of time, a maximnm of utility, form the oonatitnent elements 
of value. 

We will now proceed to examine the caoses which increase or 
diminish value in relation to the various utilities. 



VALUE OF FIXED AND CIRCULATING 
CAPITAL. 



CHAPTER I. 

AN BOOHOMIC CONTBADICTIOH. 



" SiNOB tbe wealth of a coantiy consists in the valne of the things 
it poBBesaee, how comes it that a nation is rich in proportion as 
thioge are cheap ? " 

This point nas raised by J. B. Say ; and Prondbon, who cared 
far more for dialectical display than for the reality of things, took 
up the question and based on it his book. Let Contradictions 
Scorutmiques. 

He Bays :' " The yalne of a utility decreases as its production 
increases, and an unbroken run of bucosbb may bring the producer 
to poverty. 

"Three years of plenty in certain provinces of Russia are a 
public calamity, just as some abandaat vintages have been ruin to 
the vine- grower, 

" From tbe relation of utility to exchange value, it results, that if, 
by malice or accident, exchange is rendered impossible to a producer, 
hia fall storehouses will profit him nothing. 

" Utility is a condition precedent to exchange; but take away 
exchange, and the utility is null. 

"The inevitable result of the multiplication of valnes is to 
depreciate them. 

" There is thus a contradiction between the necessity of labour 
and its resutls- 

' Contradittiom Eeonomiqiut, chap. ii. ij, GTt.)0'jlc 
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"I cbsOraige any seriona eoonomist to tell me, otherwise than by 
repeating or paraphrasing the qneetion, how it comes that valae 
diininishes as prodactios increaseB. 

" In technical kngnage, valne in nee, and rslne in exchange, 
wfaUe necessary the one to tke other, are always in inverse ratio." 

" This," he adds, " is an ineritable opposition." So, the more 
people toil to become rioh, the poorer they become! He gives bis 
book the alternative title of FhiUaopkie de la Mieere. 

It mast be admitted that the question is not a purely captions 
one ; it contains some troth, and economists hare no more answered 
it as yet than mathematicians have solved the problem of Fermat. 

In the first place, we mnst free this qnestion from an incidental 
proposition which has nothing to do with it. Froodhon says : 
" Take away exchange, and ntility is noil." Bobinfion Crusoe 
disposes of this : " I cannot exchange my cavern, my gun, or my 
nmbrella ; bnt they are nsefiil to me ail the same." 

Bnt none the less, the problem awaita solution. M. H. Fassy 
has attempted it, bnt withont throwing any light on the subject. 
" Frivate wealth," says h^^ " is in proportion to the value of the 
articles which compose it; but the public wealth, not being 
exchangeable, cannot be evaluated in any way; the more plentifdl 
things are, the greater the wealth, and the less its relative 
Tslne." 

According to this srgument, the richer a coootry is, the less it is 
worth. Every private person can say, "I am rich, for I have things 
of such and such a value, say x; " but when you add up the total 
of ttiis individual wealth, woicb makes up the general wealth, it 
comes to zero! M. Paaey has only emphasised the contradiction, 
instead of reconciling iL 

Bastiat has attempted to settle the qnestJon by the aid of a 
brilliant and subtle theory.* 

"There are two meanings, both of which may be legitimately 
assigned to the word teealth; namely, effective wealth, or the sum ', 
of the utilities which human labour, with the co-operation of natare, 
brings within reach of society; and relative wealth, which is the 
proportionate share of each in the general wealth, this proportion 
being determined by viUne. 

" Every one has a share in the general wealth, equivalent to bis 
own contribution to it." 

Still, this is no solntion. Bastiat att«mpta one in the next chapter, 
on proper^ and community. 

" Natural gifts, gratuitous materials, gratnitoas forces — these 
form the common property of the commnnity. 

" But the hnman eSbrts applied to collecting these materials and 
' DictioimaiTe d^Economie Politigiu, Art. " Valeur." i 

* Haantmia Bcaaomiqiut, chap. v. '^ ' ^ 
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to directiDe ihese forces, whicli can be evaluated, exchanged, com- 
pensated, ^ese elForta belong to the domain of pni«l« property. 

"In other words, we do not stand in relation to one another as 
proprietors of the utility of things, bat of their valoe ; and valoe is 
the ^preoiation of reciprocal seryicee. 

"The ideas of proprietorship aod of commnnity are correlative to 
those of effort and of gratnitoiiBnesB from which they spring. 

" Whatever is gratnitona is oommon, for every one is admitted to 
tile nnconditional enjoyment of it. 

"Whatever is the resnlt of effort is appropriated, because the 
enjoyment is conditional on the taking some pains." 

He shows that the co-operation of natnre with man is gratnitona; 
-the co-operatioD of man alone is onerons. Sow hnman prepress 
coneists in relying more aud more on the co-operation of natnre, so 
that the oo-operatioa obtained shall be more and more gratnitons. 

" We gain in proportion as we snoceed in sparing onr own labonr 
and capital, which are necessarily costly, and obtaining more and 
more of onr prodncts through the gratnitons services of natnre. 

" The wealth of man consists in the abundance of things which 
he possesses." 

He concludes : — 

lat. That utility tends to become more and more gratnitons and 
common, as it gradually emerges {com the domain of individoal 
ownership. 

2nd. That valae, on the contrary, which alone is capable of 
appropriation, and alone constitutes property in law and in fact, 
tends to diminish more and more, relatively to the utility to whicli 
it is attached. 

There is a certain amount of tmth in Bastiat's remarks, and we 
have onrselves observed that industrial progress oonsista in a 
gi-adually increasing appropriation of matter to onr wante. But 
Bastiat, with his distinotioii between effective and relative wealth, 
far from replying to Say and Prondhon, fetlls into the same conf nsioa 
as Adam Smith, Say, and Fassy. 

If wealth is in inverse ratio to valne, why then do individuals 
estimate their fortune by ite valne, and why is a people rich in 
proportion to its possession of values 9 

If progress consists in increasing the number of gratnitons 
utilities at the expense of onerons ones, the wealthiest countries will 
be those whose value is the lowest. 

How does a private person reckon the growth of his fortune P " I 
bad property worth 100,000 francs; it is now worth 200,000 francs." 
Now what holds good with the individual cannot be false with 
regard to the nation ; for the wealth of a nation is nothing but the 
sum total of the wealth of the snm total of the individoals who 
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We are again thrown, back on the queetioo. Is there any renl 
opposition between valne in use and valtte in exchange, or — to naa 
the terms of onr own definition — between utility and value F 

The question was necessarily insoluble until we had determined 
with precision the fespective parts played by fixed and oironlating 
capital in production. 

I hiLTO defined valne as the relation of th« utility posseseed by 
one person to the wauts of another person. 

I have shown that effort is prodnoUve of ntilities in proportion to 
the power of the tool. 

The plater the power of nay tool, or field, or factory, the 
greater is my value in relation to other people, for I have been able 
to appropriate more utilities, and can render them more services. 

A waterfall, turning a paltry water-wheel, gives a force of ten 
horee-power; acting on a turbine (borieoutal water-wbeel), itgivesa 
force of forty horse-power, it yields four times as much utility, and 
this utility again is exchanged for others, bo that my waterfall is 
worth four times as much as before. If I employ this waterfall to 
- grind com, it follows that I can grind fonr times as much with 
the same efibrt. I can now charge only half what I did before for 
grinding, and at the same time make by it double wbat I made 
before, and consequently, both in relation to me and in relation to 
others, my waterfall is worth double wbat it was before. 

Again, I bare a field. This field was formerly distant from any 
I'oad ; it could not be supplied with the necessary manures, nor could 
its produce be brought within reach of those who wanted it. It 
yielded ten hectolitres, and the aerviceB of a horse aud man were 
needed to bring this product to market. It now yields twenty 
hectolitres, the carriage of which to market needs no greater eSbrt, 
if as much. I sell my grain at half the former price, and make the 
same profit as before. My field produces more utilities, and has a 
greater value, both for me and for others. 

We have seen (pt^e 57) how great has been the diminution in the 
consumption of coal for iron smelting, consequent on the improve- 
menta effected in the factories. Now the valne of the factory 
must of course be increased, since it possesses a greater power of 
utility; while the utilities it supplies to consumers must fall in value, 
since they are more plentiful and cost less to produce. These 
examples will give ns the solution of the problem put by Say and 
Proud hon. 

It is the value of fixed capital which constitntea wealth, for its 
valne expresses its power of utility. Now the power of utility of 
filed capital is shown in the quantity of oiroulating capital prodnced 
by it. But the greater this prodnotion, the lees laborions it is; and 
consequently, these utilities can be furnished at a lower price. 



THE MEASURE OS VALUE. 
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Therefore,— 

The value of fixed capital it tn. direct ratio to the ahiindauee of 
circulating caj)ital ; and the valve of circulating capital ig in viverse 
ratio to the pomer of fixed capital 



CHAPTER II. 

THE UEABOBB OF VALDB. 

The Bolntion of thiB problem will give hb the olne to some eoonomio 
phenomena whiob have not jet been clearly explained. 

A qneation mnch agitated in former dajs nas that of the standard 
of TBlne. It was equivalent to asking for a value to measore value 
by. It was simple nonsense. Talue can only be measured by valne, 
and all value is variable. 

8 regulated by a single law — the law of supply and demand. 
's my desire to disposeof the utilities I have, in exchange for 
of another kind. Demand is my desire to obtain a utility, 
for which I am prepared to give another in exchange. 

The value of a utility is ia inverie ratio to the eupph/, and in direct 
ratio to the demand. 

This law is the most indisputable in all economic science. Utopists 
curse it now and then. The Catheder Sooialisten fight against it. 
Yet all tbeir combinations, however ingenious, rest upon thie. They 
attempt to falsity it for their own ends, but tbey never cease to in- 
voke it. The cry of tbe Proteotiouists is simply a demand for the 
limitatiou of supply. 

It needs no demonstration to prove that : 

Value varies according to the urgency of tJie need, imd the difficulty 
of procuring the utilih/. 

Ifevertheless, economists, instead of contenting themselves with 
the verification of this fact, have too often seen bat one side; of the 
qnestdoa. 

Adam Smith says that labour is tbe real measure of tbe ex- 
changeable value at any commodity, and that the real price of a 
thing — that which it really costs the man who wishes to obtain it — is 
the labour and trouble he takes to g«;t it. Perhaps so, but what 
will he sell it at p or rather, what utility can he obtain in the market 
in exchange for it ? What purchasing power does it possess ? 

An epiais worth a great deal to its author, because it has cost him 
great pains to compose ; but does that make it any tbe more valuable 
to others P You buy a fashionable bonnet of a faafaionable milliner: 
does its valne depend simply on tbe trouble of making it ? 

Stuart Mill says, the value of these tools, of these buildings, 
depends on the cost of production. Mr. Carey answers, iibfit tbe 
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value of existing capital is measured bj the effort required to repi'o- 
dvce il, and not by the effort it coat Id its prodnctioa. 

This IB a double error. If jon build a factory at a distance from 
the requisite supplieB, and from any outlet for its produce, it may 
cost you dear enough, but it will be north nothing ; n^hereas a 
factory favourably situated in these respects, will be worth niuch 
more than its cost of production, or of reproduction either. The 
valae of fixed capital is in proportion to the utilities it yields. 

It is chimerical to look for a single source of value. Valae is 
componnd of complex elements, amongst which psychology plays 
»a important part. Habit, routine, the pressure of a particular 
want, are SO many causes of the yariation of value. Desire is 
snbjectire ; and value increases with rarity. 

J, 6. Say says that the utility of a thing determines the demand 
for it; and the expenses of production determine the extent of this 
demand. Stuart Mill says^ "Most things natui-ally exchange for 
one another in the ratio of their cost of production, or at what may 
be termed their cost value." 

This holds good, to a great extent, of circulating capital in current 
ose, though the price is modified by the rarity of the article, and 
by competition; but with regard to fixed capital, it is incorrect. 
The value of a particular hotel in a town does not depend on its cost 
price, but on ita situation, on the development of the town, on 
fashion, etc. 

The valne of a utility is not to be measared by the amount of 
labour employed in producing it, but by the quantity of other 
ntilities which it will fetch in exchange. Hdme. Patti may have 
improved her voice by labour ; but if I expended a thousand times 
the labour on my'voice that she has on hers, I should never succeed 
in exchanging the utility given by my voice for the hundrcd- 
thonsaudth part of the utilities which hers enables her to procure. 

J. B. Say rightly sajs,^ "The valne of a thing is a positive 
^quantity, bnt it is so only at a given instant. It is the nature of 
value ti> be constantly on the move, shifting from place to place. 
Kothing can fix it invariably, because it is founded on wants and on 
means of production which change with every mpment." 

Nevertheless, value has been treated as a snbstantial entity, 
although it is really nothing bnt a relation of utilities between them- 
selves. Stuart Mill reniHrkH very jastly, "There cannot be n 
general rise of values. It is a oonti-adiotion in terms." ^ ' 

A. tool, being worn out, ceases to produce a certain utility. Tiie 
value of the tool therefore f^ls ; but the demand for the utility 

' FHnctpln of Political Emmomy, Book III., chap, ri., par. 1. 
' Conn d'Eaynomie Potiiique, vol. i., p. 70. 



nwmie i'oliiijue, vol. 1., p. TO. . /- i , 

1/ Political Economy, Book II., chap.i<ibv ^i'.>t)J^IC 
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oontinneB, and its ralne therefore rises. Thus it is with com after a 
bad harvest. 

A simultaneona riBe or fall ia the valae of everything is impos- 
sible, beoanse valne ia comparative. One species of capital rises or 
iaIlB aa compared with others. 

We speak of " cheapness " and "deunesB." A thing is " cheap" as 
compared with other things ; it ia " dear," aa compared with its own 
price at a former time, or in other pUcea, or as compared with the 
price of other ntilitiea. Meat or land is said to be dearer now than 
formerly. Wine is dearer in Paris than in the H4TaaIt, and Clos- 
vongeot is dearer than Piqnette. Corn is cheap compared with 
traffies. There ia no such thing as absolute cheapness or absolute 
deamess. 

Everywhere we find, again and again, this play of fixed and oir- 
cnlating capital. Valoes, as we have said, are meaanred by valaes. 
If the proportion of oircalating capital to fixed capital remained 
always the same, the valae of the latter would neither increase nor 
dimittiBh i bat doable the amoant of circulating capital, the fixed 
capital remaining the same, and the latter will be proportionately 
more ; that is, it will be necesaary to double the circniating capital, 
in order to procore the same amoant of fixed capital. 

No doDbt the relatione between the different ki&da of circalating 
capital are constantly varying, and so are the relations between the 
different kinds of fixed capital ; but we shall show that the history 
of prices demonstrates the truth of the law formulated in the last 
chapter : — The value of fixed capital ii tn direct ratio to ike abimd- 
ance of circulating capital, and the value of circulatinff capital i« tn 
inverse ratio to the power of fixed capital. 

J. B. Say says ^ that a honse at 20,000 francs id Lower Brittany ia 
worth more than one of 20,000 francs in Paris. If this were trne. 
Lower Brittany would be richer than Paris. What he means to 
say, no donbt, ia this : that the honse in Lower Brittany is worth 
more relatively to snrrounding obieots. It can occnpy more ground 
than the one in Paris, for ground is ofaeaper. It may be roomier, 
and have more light and air, for space, air, and sunshine are not as 
tjreedily appropriated in the country as in the lai^ towns. But the 
house of the same price in Paris represents utilities of equal value, 
though of another kind ; if it has less accommodation, it has a 
ceuti'al Bitnation, in the midst of a denser ani more active popula- 

Following on t the same idea. Say adds, "An income of 10,000 
francs iu Brittany is much more considerable than the aarae income 
would be in Paris." If this were trne, every one would leave Paris 
to go and live in Lower Brittany. What is really true is, that in 

I Traite (CEconomU PotiliqM, Book 1., oliap. ixvii. )o|^' 
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Lower Brittany, 10,000 frftncs will bny more potatoes, more back- 
wheat, cider, and fowls than in Paris; bnt many other ntilities are 
far dearer there thaa in Paria, and 
thus Paris goes <m attractiag new 
inhabitants. 

Adam Smith oharacterised the 
word price very correctly when he 
said it was the nominal valoe of 
things. A merchant mnat be able 
to estimate the relative valne of his 
sales and purchases; he does bo by 
the aid of money, an eqaivalent which 
serres him as a means of exchange. 
Bnt as gold and silver are themselves 
ntilities whose value is relative, price 
can never be absolute with respect to 
them. 

As valne is the relation of cer- 
tain ntilities between themselves, 
so price is the money valuation of tixia 
relation. 

Prices, thongh flaetna^g, are con- 
trolled by certain auiform influences. 
Davenant and King recorded, at the 
close of the seventeenth centnry, the 
cnriona proportions between dearth 
of production and rise in price, as 
shown in ttiu acoompaDjing diagram. 

Or thus: — 
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Porter^ and Tooke' have accepted 
this statement. 

M. de Molinari explains the canse 
of this difierence. Every one must 
have noticed that it needs only a 
slight deficit in the harvest — that is 
to say, in the amount of com in the 
market — to occasion a considerable 
' Progreii aj the Nation. 
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rise in price. In 1847, wbeu the deficiency did not exceed a quarter 
of the ordinaiy harvest, prices rose from twenty to forty and fifty 
fraucs in sncceBBion. While the snpply fell in arithmetical progres- 
sion, prices rose in geometrical progrcsMon. In the same way, only 
a alight increase in) the harvest brings a considerable redaction of 
prices. From 1847 to 1849 the price of bread fell from fifty to ten 
or twelve francs, althoagb the uxcessof tbe one year was not greater 
than the deficiency of the other. 

The following circnmstance, however, nsnally retards this geo- 
metrical progression : — 

When a deficiency occors in the prodnction of an article, and its 
price riaes in conseqaence, the demand for it falls. Suppose that in 
a town which nsnalty consumes 100,000 hectolitres of corn at 20 
francs, the supply falls short by 10,000 hectolitres. The price im- 
mediately mounts up to 24 franca, but less corn will be consnmed at 
this price than at 20 francs. The demand will probably fall by 
about S,000 or 6,000 hectolitres. The disorepancy between the sup- 
ply of corn and the money offered in exchange decreasing, the price 
will fall till it becomes stationary at about 22 francs. So long as the 
sapply of com is steadily kept np, there will be no further varia- 
tion, fiat if it does not, and if the stock is reduced by oonsnmption 
to 80,000 and 60,000 hectolitres, and so on, the price will rise 
rapidly. On the other hand, the demand will oontinne to fall, firstly, 
because other and cheaper food will be enhstituted for it ; and 
secondly, becaase the rising price will cease to come within reach of 
the poorest part of the population. But aa everyone will make the 
greatest saorifices rather than die of hunger, the competition among 
the consnmers of com will still be very keen, and the discrepancy 
between the quantity of com and the money offered in exchange 
will beuome more and more marked. The last thousand hectolitres 
will probably sell at an exorbitant price. Com, and, in general, the 
absolute necessaries of life, are the things most snsooptible of an 
enOimons rise of price in consequence of a deficiency in the supply. 

Hence : — 

When tkeprqaortion between the qwmtities of two artieles offered in 
exchange for one another varies in aHthmetieal progression, the pro- 
portions between the valves'of these two artieles wiS vary in ggometrieal 
progreteionJ 

It must be added that — 

The appUcahiUtg of this law is in inv&ne ratio tofadlity of tram- 
port. 

iMolinari, Qiicitioiu dt Politique et de Droit Public, yoL i., p. 3S. 

D,g,t,7P:hyG00^lt' 



CHAPTER ni. 



Some of the Socialists and GommQiiiste of 1848 
attribnted all ills to money. Prondhon, who 
was not without some claim to an acquaintance 
with economic qnestions, wished to do aww 
with it by means of his Bank of Exchange. He 
wonld hare been an enthnsiaetic sopporter of 
the finglieh periodical, The Exohange and Mart, 
which serres as a medium for people who want 
to exchange a capital old horse for a euappish 
lap-dog. At pnblic meetings in 1868 and 1869, 
we bare heard the moet fnrions anathemas 
lannched against money. Even in England it 
appears that there are members of Parliament 
who share these prejudices, for Professor Stanley 
JevoDS tells of one who remttrked, not many 
years ago, " I am >iot surprised that the people 
are so poor, when there are so few shillings and 
sixpenny pieces, and when all the small coin in 
the kingdom wonld not pay the rates and taxes 
for one year." 

This is only an expression of the notion that 
man can create wealth. We find it everywhepB 
in economic science. Sere it baa the more 
scope, because most of the people who nse 
money habitoally neglect to consider its real 
function. 

It has been supposed that ntoney represented 
all other commoditieB, and that the total value 
of the money in a conntry must equal Uie total 
value of all the other property ; and this notion 
is not yet so exploded as to make it unnecessary 
to refute it. A glance at Diagram 2 will be 
enough for the purpose. 

According to M. Vacher, tiie wealth of 
France^ may be reckoned at: — 

' Jounial de la SociSU dt Statiiqvi, November, 1878. 
I HhaU adopt, thronghont, the figures of Measre. Vnober, 
de FoTille, Stanlej Jesons, Griffen, Newmaroh, Botbeer, 
Bertillon, etc., in addition to the official figojOB ; bat I 
leave the entire lesponsibiKt; with their aathoro. lest I 
sbonld be aconsed of gionping them foe my own pni- 
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Land 

Bnildinga on le&se . . 

6tate Forests . . . . 
Coin 


. . fr. 166,600,000.000 
. . . 15,600,000,000 
. . . 30,000,000,000 
. . . 6,000.000.000 
, . . 1,400,000,000 

308.600,000.000 
. . . 6,000,000.000 



We see then that money in Fmnoe repreeente sometbing Hbe 
three per cent, of the value of lands and honges alone. It is, there- 
fore, hnt an iDfiniteaimal 3)art of the wealth of the conntry. 

Kan b^an with barter. Bnt there was this inconvenience 
attaching to it, that of two men each might have things to exchange 
which the other did not want. They would have preferred some 
equivalent with which each conld obtain what he did want. The 
next thing was to find this equivalent. In Athens, it was found in 
oxen ; in Siberia and Canada, in fnra ; in Chineae Tartary, it was 
tea; in Scotland, nails; in the old English colonies of America, 
com and tobacco; in North America and the Weet Indies, ehellB; 
in the Portngnese posseesions at Angola, bite of straw ; in Sumatra 
and Mexico, salt. 

Snropeana have largely employed whisky in their dealings with 
natives ; and at the present time all the commerce of Africa is 
isuried on by means of blue cotton goods manufactured in England, 
and known as guineas. 

But the system had its inconrenienceB. An ox is a large piece of 
money, and it must have been eometimee difficult to get change for 
it; and besides, there are oxen and oxen. Then again, book-keep> 
ing must have bad its difficulties. Among a hundred articles there 
are 4,950 possible exchangee, each article having to be valued in 
terms of every other article. 

J. S. Mill draws attention to the confusion which would follow 
on the sappresaion of money as a medium of exchange. In the 
first place, we ehould have no common standard of value. It would 
be a daily perplexity to the honsewife to reckon up her morning's 
purchases. And then, as Adam Smith says, money is an instrument 
of exchange serving to convey value. 

Money must combine the following qualities : it mnst have a 
value of its own ; it mnst be a commodity ; it must be easily divisible ; 
mnst be always identical with itself; must be durable. The value 
of money must be real. Nevertheless, among civilised peoples, 
where money is regarded as an instrument of circulation, it is rather 

poses. Here, M. Vacher's figures rslating to the value of property are too low, 
and those relating to mane; ahoold also liave been donbled. These figures have 
been diaputed (Menier, AveniT Economiquf, vol. ii,). But I am not here dis- 
cussing i^uesdoDB of statiBticB ; I am onl; attempting to show exact proportions. 
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what Lord CaBtlerengh called a sentiment of valoe, than valne 
itself. 

It IB very naefnl to know wbat qnantitj of coro and what quan- 
tity of wax a ponnd of silver will buy. The commodity selected, 
as Profesaor Stanley Jevona has Biiid,^ heoomes a common denomina- 
tor, or oommtm measure of value. Aristotle has pointed out very 
dearly the origin and character of money. He says, *' Men 
invented among themeelveB, by way of exchange, something which 
they shonld mutually give and take, and which, being really 
valuable in itseir, might easily be passed from hand to hand for the 
purposes of daily life, as iron or silver, or anything else of the same 
nature. This had at first a fixed standard simply according to its 
weight or size ; bnt in process of time they put upon it a certain 
Etamp, to save the tronble of weighing, and tiiia stamp was affixed 
as a sign of its express valne." ' 

Among recent definitions, we may give that of M. Michel 
Chevalier, completed by Stanley Jevons, which seems to ns extremely 
aocnrate ; " Pieces of money are ingots, the weight and purity of 
wfaitdi are gnarauteed by the int^^ity of the designs stamped on 
the surface of the metaL Or, more simply, — 

Pieces of money are ingott ajf a certified weight andfinenegs. 

Bnt the value even of metallio money has long been a matter of 
faith. 

Professor Stanley Jevons declares that in 1869, after an extended 
and searching inquiry, he was convinced Uiat nearly half the half- 
sovereigns, and thirty-one and a half per cent, of the sovereigns 
were light weight.^ Erenoh money is worse still. Its standard 
scarcely ever rises above the permitted minimum — a thing which 
ought to be quite exceptional. 

In countries where the precious metala are found, and where 
money is regarded aa a means of storing valne, the standard is 
more rigidly maintained. In the East, silver coins are required to 
be of extreme purity, the standard being "960,979, so that they may 
be the more easily stamped. The standard of silver coinage in the 
Latin Union is only '835. Nevertheless, tbe law of Germinal, in 
the year XI. of the Bepublio, declares, in conformity with that of 
tbe 3rd Thermidor, in the year III., that five grammes of silver at a 
standard of '9 shall constitute the monetary unit auder the name of 
franc. Our money standard has thus, since the convention of 1866, 
become debased. But in ordinary life nobody cares about it. In 
monetary, as in all other economic questions, psychology plays a 
great part. 

Here we have the explanation of 0-resham'a law : The bad nwnej/ 

' Monty, 1977. 

* PolUics, Book I., ohap. ix. ^hu's Tranelatioa). 

* iloMu, p. 112, 4th edition. ^-~ , 



drives oat Ihs good, ichUe the good mtyney caatiot drive out the bad. 
Why ? Because moat people paj no attention to the quality of 
money. It matters little totbem nhethera coin is a little the worse 
for n'ear or not. On the other hand, speculators in money pat the 
new coins in the crucible, and circalate the bad. Hence it is that 
the State alone can nithdran bad coins from circulation. 

We givo liere the oarrent coumeroial eqaivalents of the metals in 
1877.1 * 



Tin . 



A glance at the above table will suffice to explain the ever- 
increasiog use of gold as money, 6 grammes of gold Rorving for 100 
grammes of silver, or 800 kilt^nunmes of iron. The economy of 
transport is obvioos. 

Gold has, besides, several other good qualities. It is ornamental ; 
it is malleable ; it has a high specific gravity ; and it is not easily 
oxydised or dissolved. Mixed with a tenth part of copper, it 
becomes hard. Its point of foaion is not too high, and it does not 
evaporate at any known temperature. Old coins can be melted 
down at a very slight lose. 

All these qoalities, and especially the first, that of great value 
combined with small bulk, mnst insnre its preponderance over 
silver. After beginning with leather, tin, copper, and silver, we 
have come to nse gold coin almost exclasively. It is a logical 
advance which should not have escaped the attention of those 
aiarmiats who, like M. Michel Chevalier, in their panic at the dis. 
covery of the Califomian diggings, urged on France the adoption 
of silver as the only standard. 

Gold mnst in its tnm disappear, at least to a great extent, 
because its employment is troublesome, and becomes less itnd less 
necessary. Paper is more portable than gold. The English Clear- 
ing House does bosiness to the amount of £6,000,000,000 withont a 
halfpenny. 

The total vatae of the metals used as coin in England in 1876, 
was as follows : — 

Gold money in oiroulation £100,000,000 

Bnllion 15,000,000 

SUver money 15,000,000 

fiionze mooey 1,000.000 



> At the present rate (1S61), dlvei Bhould be above 17. 

n,o,t,7P-hyGot)'^le 
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The interest at SJ per cent, is £4,262,000 

Lobs of interest £4,262.000 

Wear and tear of coin 4S,000 

Eipenaea of ooinage ja,000 

Total .... £4,3S2,000 

It will be nnderstaod that tbe English are too good fioanoiers not 
to endeavour to restrain this expenditure as mnoh as possible. 

Newmarch rightly says that gold is the ohauge forthe bank-note, 
as the bank-note is for the cheqae, the oheqae for the bill of 
exchange, and the bill of esohange for the transference of amounts 
from one aooonnt to another, and for ourrent aoooauts. 

The bank-note is daily losing importanoe in England ; the nse 
of the Clearing Kouae tends to take its place, as it has bkken the 
place of coin. 

This is a oonseqnenoe of the progress of cironlation. The mechan- 
ism for the transmission of commercial movement has been sacces- 
eively lightened, till a conple of figures iu a book hare replaced the 
passing and repassing of l^ga of gold and silver. 

It is in consequence of this mOTSment that the countries which 
still maintain a double standard are doomed to nndei^o, within a 
given time, a considerable loas. It is trae that Holland with her 
silver standard found an apparent increase in the number of her 
exports ; but as they were paid for in a depreciated coin^e, she 
lost the profits she expected to realise. She has since returned to 
the gold standard. 

At the present time, the countries having a single standard com- 
prise 140,000,000 inhabitants, while those having silver, paper, or a 
double stAudard, couipriBB 940,000,000. Among tbe latter are India 
and China; Ejngland, since 1816, bas been amongst the former. 
This question of the standard is very simple. A standard of 
measurement is a fixed measure, to which all others can be referred; 
a standard of weight is in the same way an invariaiale wdgbt ; but 
since the money standard itself partakes of the value of money, it 
can only designate the form of money adopted as legal teader in 
any country, and having in that country a forced currency for all 



In France we have adopted two forma of money — the franc, 
weighing five grammes of silver, at a standard of "9, and the louis 
of twenty francs, at the rate of 156 to a kilogramme. Thns a fixed 
proportion of 15J per cent, has been established between tbe two 
metals, based on the theory that one kilogramme of gold will be 
always able to fetch fifteen and a half of silver, neither more nor 

Yet BO far back as the seventeenth century, William Petty and 
Locke had shown tbe absurdity of taking, as tbe measure of com- 



82 KOHXT. 

meroial value, things betneen which there existed no invariable 

riportion, and had laid down that in everj coantry there should 
bat one metal to serve as a standard of reokoniog, as a legal 
tender, and as a measnre of valne. 

Some go veruments — France amongst them— have not jet embraced 
this simple tmth. We have even seen a publicist dedicating all his 
enet^ee to Becnring the adoption of this conventional and fictitions 
proportion b; all natioDS ajid for all lame. M. Cernuschi might 
have found something better to do. 

The nations composing the Latin Union, viz., France, Belgiam, 
Greece, Italy, and Snitserland, have taken defensive measures by 
aospending the coinage of five-franc pieces. Praoticallv, however, 
there is now bnt one standard — that of gold — since the possessor 
of silver bnllion cannot have it coined. 

At the same time, the five-franc piece oontinnes to have a forced 
circulation for unlimited sums. It will soon be absolutely neces- 
sary to restrict this use to the making np of odd sums. Otherwise 
it is too plain what the situation must be ; the French merchant, 
buying in England, must pay in gold ; while the English merchant, 
buying in France, can pay in silver — that is, at a loss of ten to 
thirteen per cent. The gain to him is as clear as the loss to ua. 
Hence the following result, attested by the condition of the vaults 
in the Bank of France. 

Qold. SUver. 

November, 1876 1,641,000,000 637,000,000 francs. 

„ 1877 1,340,000,000 859,000,000 „ 

„ 1878 1,099,000,000 1,044,000,000 „ 

13 „ 1879 803,000,000 1,307,000,000 „ 

11 „ 1880 556.000,000 1,347,000,000 „ 

As this book is scientific, and not controversial, I wUl not pursue 
this point further than to show that gold and silver, like all other 
commodities, are not fixed measures, bnt expressions of variable 
relations. Money is a variable measure. In meBsnring other 
things, it measures also itself. 

The following tables wilt show the part played by the precious 
metals since the discovery of America. 

I take these figures from the work of Dr. Sotbeer of Gottingen, 
" (Sttimitaa, $i:0bufticn unb HBnt^Da^lmifS jniiff^'" ®'>^ ""^ ®>^ ("t^ 
bet <£ntbe4uiig QtmerifoB," published by Julius Perthes of Gotha. 

Tbe statistics of these matters are full of mistakes. Dr. Sotbeer 
has pointed oat many of them. I shelter myself under his authority. 
No fewer than six or seven hundred elements enter into the com- 
position of the following table. Dr. Sotbeer has endeavoured 
Gftrefully to distiDgaish the exact valne of each ; but he has arrived 
at only an approximate result. CitH^'^lc 
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SUvar. 


OoU. 


fTMC. 




kflog. 






1493-1G30 


47,000 


6,800 


30-7 


1621-lei4 


90,200 


7,160 


45-2 


1546-15S0 


811,600 


8,610 


99-7 


1561-1680 ...... 


299,uOO 


6,840 


91-0 


16ei-16» 


418,900 


7,880 


120-0 


lGOl-1620 


422,900 


8,620 


124-9 


1621-1640 


398,600 


8,300 


117-6 


lMl-1660 


866,800 


8,770 


1130 


1661-1680 


687,000 


9,260 


108-1 


1681-1700 




10.766 


114-6 


1701-1730 


866,600 


13,820 


m-7 


1721-1740 


431,200 






1741-1760 


633,145 






1761-17SO 


6i!a,7io 






1781-1800 


879,060 


17,790 


269-9 


1801-1810 


891.160 


17,778 


268-2 


1811-1820 


640,770 


11,445 


161-6 


1821-1830 




14,316 


1630 


1831-1840 


666,460 


20,289 


205-0 


1841-1860 


780.115 


£4,769 


366-6 


13G1-18S5 


886,116 


197,616 


888-a 


1866-1860 


904,990 


206,068 


933-3 


1861-1865 


1,101.150' 


198,207 


893-4 


1866-1870 


1,889,086 


IBI,&00 


970-6 


1871-1875 


1,969,426 


170,676 


1,038-8 



(See Diagram 3, p. bi.) 

Those who (hreaten no with an innndation of gold must see 
how bhibII a qnantitj of it is distribnted through the world com- 
pared with that of silver. M. Suss, a man of considerable 
weight in Austria, straok with this fact, has predicted the rapid 
eshaostioD of gold. With equal appositeness, other economists 
have threatened onr great grandchildren with the exhanation of 
the coal supply. 

If we assnme all the gold and silver produced to have been coined, 

' These fiBoreB are higher than those □! the English CommiaBion of 
Inquiry into the oaoBeB of the depieoiation of silver. (Sne Mr. Ooschen'a 
report ol 6th Jul;, 1876.) 



^SidSoSbS^^^^ C<°^S?^S 
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ftad the kilogramme of gold to be worth 2,790 marks, and that of 
silver to be worth 180, then we have the following proportions : — 



P^ricd.. 


Silvm. 


Gold. 










1493-1530 




34-3 




1631-1544 




44-9 


651 


1645-lSeo 




70S 


29-7 


1661-1680 




70-1 


39-9 


1741-1760 




68-8 


41-7 


1801-1810 




76-4 


3S-6 


1831-1810 




66-6 


S4-6 


1341-1850 




47-9 


53-1 


1861-1855 




23-4 


77-6 


1871-1376 




43-7 


57-8 



i I i i i I i I f I i 
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According to Dr. Sotbeer, the coinage between 1851 and 187S, 
i.e., in a space of twenty- five j«ar8, in Great Britain, Anstria, 
British India, the United States, France, Belgium, Italy, ^^tent^y. 
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,■ Norway and Sweden, and the Netber- 



Gold, tliCD, oonstitDtea 68'1 per cent, and silver 31'£> per cent, in 
Tftlne of the nioney coined. (See Diagram 5, p. 85). 

Of thia money, 1,029,000 kilogrammes of gold and 11,100,000 
of silver was in existence already ; thns the increaee in ailver was 
relatively less than the increase in gold, which was 46'2 per cent. 
Let the advocates of a double s^ndard glanoe at the following 

Vabiatiohs I 



1601-1520 
1621-1640 
1611-1660 
1661-1680 
1681-1600 
1601-1620 
1621-1640 
1641-1660 
1661-1680 
1B81-1700 
1701-1710 
1711-1720 
1721-1730 
1731-1740 
1741-1760 



10-7S 
11-26 
11-30 
11-50 
11-80 
12-26 
14-00 
1500 
16-60 
14-96 
16-27 
lE-16 
1609 
16-07 
14-93 



nportlini 
Vum. 



1761-1760 






. 14-66 


1761-1770 






. 14-81 


1771-1780 






. 1464 


1781-1790 






. 14-76 


1791-1800 






. 16-42 


1801-1810 






. 16-61 


1811-1820 






. 16-61 


1821-1830 






. 15-80 


1831-1840 






. 16-75 


1841-1860 






. 16-83 


1861-1860 






. 16-86 


18S1-1S70 






. 16'48 


187I-I876 






. 16-9S 


1876-1878 






. 17-68 


(SeeDiag 
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, p. 87.) 



It will be seen that in 1876-78 one kilogramme of gold would 
bny 17-63 of silver, while in 1600 it would only hay 10. It is 
needless to insist farther on the constant fall in ihe value of 
silver. 

Thns confronted with facts, one is compelled to acknowledge that 
the proportion between the values of gold and silver is variable. 
Bat Rtahilit^ is so necessary to man, that even whUe admitting the 
value of gold to be variable, he none the leas tries to establish a 
nniform proportion between it and all other values. 

We will proceed to analyse thia assumption, and to show into 
what errors it has led even the men best acqnaintod with monetary 
qaestioos. 

We have got into a way of saying "Five grommes of silver at a 
standard of 0'9 is worth a frano, Iwcanse the law of 7th Oerminal, 
year XI. of the Bepabhc, required this proportion of ulver in the 
monetary unitwhtoh it called a franc. 



l7(M-ITia 
1711-1790 
1791-ITao 
I78I-I740 
I74I-I7M 
I76I-I7W 

\ni-mo 

1771-1780 
I7BI-I7M 



IS4<'ISGa 

issi-ieso 

1870 
1871-1878 
IB78-I87B 
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J. B. Say has shown that thia expresaioa is incorrect. Five 
grammes of 8ilT6F are worth five grammes of stiver, jnst as five 
grammes oi copper are worth five grammeB of oopper. The di- 
Tision into grammes does not impart a new quality to a metaJ. 

Still, there is a certain amonnt of tmth in the expression, which 
we will endeavonr to disentangle. 

In England, the cost of coinage ia defrayed hy the State. A 
Hovereign is worth the same weight of bullion of the same fineneis, 
neither more nor leas.^ In France, the oost of coinage at the 
bearer's expense is 6 fr. 70 c. per kilogramme of gold of 0'9 etan> 
dard. The kilogramme represents 3,100 francs. Minting expenses 
deducted, it is worth 3,093 fi-. 30 o. ; and unless the Qovemment 
shonld suspend the coinage, it cannot fall below this, for If the 
value of money were to fall below that of bnllion, the owners of 
money would convert it into ingots. 

The only variations is value arise from cost of transport and 
keeping, and from the demand for payment in cash. It is these 
variations whioh constitute the rates of exchange. 

It is therefore correct to say that the kilogramme of gold is 
worth 3,100 francs, or, deducting cost of coinage, 3,093 fr. 80 o. ; or 
that in England 12327 grains of twentr^-two carat gold are worth 
iL sovereign. Snt how are we to express the value of &ancs or 
aovereiguB P That is the question. To express the value of 
coin, we measure or weigh it, and we say it is worth twenty or 
thirty francs per hectolitre or per quintal. Clearly a greater or less 
amount of grammes of gold are needed to buy a given quantity of 
corn ; and consequently the value of gold rises or rails as compEired 
with that of com. 

Then people jnmp to the conclusion that gold has risen or fallen 
in value. 

Yes ; but compared with what ? with com ? Tes, you say. But 
how do you know that com has not gone up in value simply because 
the consumption has increased, because the means of transport have 
brought it within reach of the consumer, because agricnltnre cannot 
produce a snfficieut quantity to satisfy the demand V The rise in 
corn may be quite independent of the value of gold; and the price 
of com may indicate its value, not as compared with gold, but 
as compared with the other utilities for which money serves as a 
common denominator. 

Diagram 7 compares the price of com from 1861 to 1870 with 
its price from 1821 to 1830, long before the discovery of the great 
fields of gold. 

We know that England and France are the two countries which 
have absorbed the most gold ; it is, consequently, in these two 

1 11 the ooiniiig i* done thioneb the Baak, one onnce ol gold of standaid Bn»- 
nBBB letches £8 17». Bd. inatead o( £8 17*. lOJd. Gt.H.)'jle 
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countries that the price o£ corn may be expected to have risen 
higheet. Bat this is by no means the case. It has fallen 14 per 
cent, in England ; it has risen only 17 per cent, in France ; while in 
AnBtria and Hnngary, nhere thej are so short of gold that they are 
obliged to have recourse to p^>er money, it has gone np 131 to 142 
per cent. 

The price of com, then, is not dependent on the abondauoe or 
scarcity of gold. 





Diagmn T.— Frlea of Corn bcfors uid sAsr the great D 



M. Levaaaenr says :^ "To have a perfectly correct nnmerioal ei- 
preedon, the term of oompariaon most conaiHt, not of a single com- 
modity, bat of all." What, all ? vithont exception p M. LevaBBeor 
certainly goes on to admit that the task is difficult, for he adds 
immediately, " If the price of all or nearly all commodities haa 



' La Quetlicn di I'Or. 
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rimn ooe-teath, ne sre not tbence to oonclnde that all oommoditiea 
have risen in valoe ; for as value is nothing but a relation, a rise 
or fall of all Talaes at once is nonsense; bnt we may conoladethat 
tbe valne of the precious metals — that is, the relation of one com- 
modity to all the rest — has fallen ja the same proportion." 

In order to give this theory a serablanoe of tmth, it woald be 
necessary that all capit&l, both fixed and oiraalating, should ex- 
perience a uniform rise. Has this ever happened P Ho donbt it 
may be said that in California, when the gold ferer was at its 
height, and the miners who had rnshed to the diggings nnder its in- 
Ooecce were giving fifty &anos for a bottle of wine, ten franos for 
a pound of sngar, and five for a ponnd of flour, the valne c^'gold 
was very low, becanse gold was very plentifnl, while all other 
commodities were scarce. Bnt the soil, except jnst at the diggings, 
was equally valueless. How far, beyond the limits of its own con- 
tracted are^ did this exceptional state of things make itself felt f 

To return to the qnestion ; even admitting that a nniform rise 
in the price of all capital is possible, I deny that it proves a fall in 
tho valne of gold. 

Let ns imagine an island, the gold of which is limited to a ' 
certain navarying quantity, Buffiaient for its requirements. Let us 
denote the rate of production and oonsnmptnoa in the island by the 
number 100, and the amonct of its coin by the number 10. 

Its popnlation and oonsnmption increase faster than its produc- 
tion. The prioe of meat and com doubles. Are we to say that 
gold has fallen in valne ? According to M. Levasseor, Yes ; ac- 
cording to tbe facta of the case, No. On the contrary, unless the 
islanders have had recourse to cheques and clearing-houses, gold 
will have gone up in value; and yet prices have risen. 

It cannot be otherwise, unless we could suppose that the scarcity 
of gold might so paralyse boainess as to cause a fall in prices ; and 
this would be impossible, for the use of paper money, or some other 
device, would assuredly supply in great measnre tho place of gold. 

Again, when the quantity of the precious metals increases, does 
their value fitll in proportion, and vice vend f M. Levaaseur 
declares that the only measnre we can give of the valne of these 
metals is their production. He ought at least to have added, 
" and their consumptiou." 

According to Newmarch, in the decade 1865-75, all articles of 
commerce fell 27 per cent., whUe real property rose 4& per cent. 
(See Diagram 8, p. 91.) 

Pboductiom of Gold. 



At least, 16 per cent. dmsp u Gooylt' 
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IsBDi or Gold Cora at thi London Mint. 

(Btaliitieal AiitracL) 

1866-1866 £63,788,000 

1866-1876 47,278,000 

Fall, 10 per cent, on the earlier period. 

The total prodnction af gold has fallen 16 per cent., and the issne 
of the London Mint has fallen 10 per cent. This being' so, the 
price of fixed capital ought to haTe fallen, and that of gold to have 
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1 Fixed and Olroalktinji Capital In Bng- 
capitat. 10, (told coin Btrock. 17, price 
[QQ in the pifHlnoUoD of gold. 

risen ; we ought, therefore, to have to record a fall tn the valae of 
fixed capitaL On the contrary, there is a rise of 49 per cent. 

" Qaite so," some one will say ; " but this rise resnlts from there 
being still a snrplns of gold, notwithatanding the diminished iesne 
of coin, and the fall in the valne of the metal." If this argniheat 
were true, it wonld still hare to be explained whj the fall in the 
prioe of iuronlating capital ontmne the decrease of coinage. Does 
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not the teXl indicate a rise in tfae value of gold as ooiii)}ared with all 
circulating capital, law material, and articles of commerce and of 
consamptiDn P 

Thus, the valne of gold has fallen as compared with real property, 
and risen as compared with circnlating capital; whence I am 
jnstified in conclnding that the vslae of gold does not vary in pro- 
portion to its quantity, bnt in relation to the different kinds of 
capital, falling as compared with some, and rising as compared with 
others. 

According to Diagram 7, it haa risen 14 per cent, on the London 
market as compared witfa corn ; and according to Diagram 8, it has 
fallen within ten years 49 per cent, as compared viHt the fixed 
capital of Great Britain. 

Nevertheless, it would be an error to consider these proportions 
as strictly correct; for while money serveB as the common denomi- 
nator of all utilities, the changes iu the value of these ntalities do 
not depend solely on money. We have already observed tidat if com 
is dear at a particular moment, it is not because money has fallen in 
value, bnt because the yield has fallen short of the consumption. 
In the same way, if a factory rises in value, it is not because gold 
has fallen, but because the factory produces more utilities than 
before. 

At the same time, if I am asked — Is this fall in the value of 
gold to be attributed to a fall in its ntihty, and this rise in that of 
fixed capital to its producing more ntilities ? tbe answer cannot 
be doubtful. Tes, the gold is less useful ; yes, the fixed capital is 
more useful. 

Like all circnlatiug capital, gold, when produced at a lower price, 
and in greater abundance, and more economically used, gradually 
sinks in value as compared with fixed capital. Still, at least within 
the decade above referred to, its value has snnk less than that of 
the bulk of circulating capital. We shall see elsewhere that in the 
period between 1850 and 1877 it has fallen in proportdou only 10 
per cent., which is not much compared with the steady rise of fixed 
capital. 

There are, however, few historians and economists who do not 
speak of the valne of gold as rising or falling absolutely. It is a 
Bicgular instance of agreement among them. I will take, as an 
example, only the latest estimates. Professor Stanley Jevons 
declares that between 1780 and 1809 tlie valne of gold fell 46 per 
cent. ; from 1809 to 1849 it rose 14 per cent. ; since 1849 it bas 
fallen again 20 per cent. But the figures he gives in his table of 
prices since 1785 do not correspond with these osciHations.^ 
According to M. de FoviUe, the &U in gold since the bt^nning of 

' See Journal of the Statittieal Society (" On the Variation of PriceB "j, 
vol. iiviii., 186B. ^- I 
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the oentniy sbonld have been 25 per cent. M. Roswag ' asserta 
that it did not amonnt to 4 per cent. M. Darid, late Secretary to 
the Department of Commerce of the Swiss Federation, reckons it at 
3^ per cent. Lastly; Dr. Sotboer assertB a fall in silver and a rise 
in gold. 

3r. Giffen says that gold baa been rising in valne for the laet 
twenty years. Lord BeaoonaGeld, in a speech in the House of 
Lords, in 1878, on the agricnltural crisis, said : " Gold rises in 
value daily, and its rise occasions the fail iu prices." Mr. Patterson 
proved lately before the Statistical Society, that gold never ceased 
to fall in England aod all over the world.* 

It is a bad way of putting the qnestion. No donbt gold has risen 
and does rise as compared with silver. Bat, compared with corn, 
it has risen in England and fallen in Austria ; and, compared with 
houses and lands, it has fallen in England and France. Li short, it 
has risen as compared with certain ntilities which have become 
cheaper, while it has fallen as compared with other ntilities which 
have become dearer. 

Not long ago, I heard M. GFnstave Hubbard, M. Gambefcta's 
familiar on economic questions, at a dinner at the Progres Social, 
speak, without contradiction, of the depreciation of metals as an 
incontrovertible fact. I coald not help raising a timid protest, to 
the great indignation of all present — which shows that even 
economists sometimes mistake words for things. M. Hubbard said 
to me, " Look here ; a lonis of last ceutnry and a louis of this, — do 
you mean to say the value is the same ? " 

" That depends on what yon want to buy." 

" Well," he remonstrated, amid roars of laughter from everybody, 
"if yon are going to put it like that ! " 

I am sorry for the laughers, but I do put it like that, and it 
cannot be put in any other way. 

It is untrue to say, "The valne of gold has risen or fallen," without 
qwcifying the utility with which you are compariDg it. 

Moreover, a glance at Diagram 8 and the folio wing Diagrams will 
remind us that, for the reason given iu Book II., gold is always 
falling in comparison with fixed capital. 

The production of utilities by fixed capital is ever on the increase; 
and money also, which is circulating capital, increases in abundance, 
but ita utility, instead of increasing, diminishes. By virtue of the 
law, according to which industrial progress consists in obtaining 
the highest possible inverse ratio between the consumption of 
circulating capital and the return yielded by 6ied capital, man seeks 
to restrict the use of money by means of cheques, deposit banks, 
clearing-houses, and all the modem appliances for lending money. 
' Lei Mitamc PrSeieux, ISTo. 
* Journal of the Statiitieal Soeiety, U&icb, 1880. 



9i EKLATIVK TALUEB OF PCCBD AND CIBCDLATIKO 

The law, Ihem, whicli ne have stated, holda g^ood with regard to 
money ; — 

The value of fixed capital it in direct ratia to the abundoMce of 
dreulating capital, and the value of circttlatin^ capital it in inverse 
raiio to the potner affixed capital. 

Henoe we may aay — 

Gold it a commodity. 

The ttanda^d of money it a common denominator of values, and a 
medium of exchange. 

The value of money is relatiBe to the value of the utility for Khioh 
it it esBchemged. 

The value of money it in inverse ratio to tJte utility of fixed capital. 



CHAPTBB IV. 

BBLATITB TALDia OF nXKD AHD CISCULATtNO CAPITAL.^ 

I HATI said that the value of fixed capital is in direct ratio to the 
abundance of circnlatiiig capital, and the value of circnlating capital 
is in inverse ratio to the power of fixed capital. 

The trath o{ this law baa jnst been demonBtrated with regard to 
money, and the same may now be done with regard to other capital. 
The demonstration will not take long. The facte speak for lliem- 
aelvBB. ' 

AVSKAGB FbIOE OF A HSOTABB OF IlAKD. 

Ytitr. Franc* P«r oral. 

1789 500 

1816 700 40 

1861 1,290 168 

1863 1,860 390 

1874 3,000 800 

AVBBAQI PbIOB of A HbOTOLITKB OP GBAIH. 



1787-1798 19-69 

1800-1609 19-91 



18B0-1839 19-08 

1840-1849 20-49 2-8 

1860-1869 21-51 

1866-1676 22-05 15'8 

' This chapter waa read at the meetiiig ol tbo Aiiociatien pour I'Avamement 
dei ScUneti, at BeimB, 11th Aognet, 1680. (See report and diaoDBsioD in iba 
Tempi ot lOtli September, and in the EcoTUHOutt FranfaU of 18th Septembez, 
I6th Oetobei, and 19th November, 18S0. 

n,o,t,7P-hyGoO'^le 
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9d . BELATIVI! TALITES OP TIZED AND CIRCHL&TING CAPITAL. 

AfEBAaB Wages of an Agbicultubal Laboubek ifor Boasdbd. 

France. Per cent. 

1789 1-0' 

18S0 1-42' © 

1363 1-85 35 

1876 a- 100 

Mabch^ db Poisst kt de Sceadz. 



1780-1789 


. . 0r450> 




1860 .... 


1810 . . 


. . 97 




1860 .... 


1820 . . 


. . 96 




1870 .... 


1830 , . 


. . 1 05 


144 


1875 . . . . 


1840 . . 


. . 1 11 




1878 .... 



(See Disgram S, p, 95.) 

Now we observe, between 1787 and 1875, an mcrease of 300 per 
cent, in the selling value of land, while the increase in the price of 
corn hae been only 15'8 per oent. 

We are told that the " land is in want of hands," and we hear 
complaints of the deamess of labooTi yet wages have only risen 100 
per cent. 

The reason of the increased valne of land is, that it is beginning 
to be turned to better account. So donbt the increase per hectolitre 
in the production of wheat has not exceeded 82 per cent., and this 
shows that the valne of fixed capital does not rise in a mere arith- 
metical proportion to the abundance of circulating capital. It riBes 
not only in proportion to the greater qnantity of utilities which the 
fixed capital haa furnished, but yet more in proportion to the 
greater quantities of ntilitieB which the fixed capital seems likely to 
be able to famish. 

Again, in estimating prices, not only mast the increase of the 
yield be taken into account, but also the saving efiected in the 
circulating capital employed in producing it. Thus the use of the 
drill has saved half the seed. Threshing machines have done away 
with an immense amount of manual labour. Facilities of com- 
munication have opened fresh outlets for produce. 

Yet, although the value of land has risen 300 per cent., the rise 
is far below what it ought to be. Agriculture is perhaps the 
industry which has made least progress during the century. 
Chemistry and physiology have shown pretty clearly what are the 
conditions of cnltivatioa, and have rednoed them to very simple 

' Paul Boiteaa, Etat de la France en 1789, p. 609. 

' Manrica Blo^, toL ii., p. 39. 

9 Boitean, ttbi (uj>. 

* MarcbS de la villette {Bull, de Statiil. Munieip,). 
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formnlee; bnt no far they bave been very little applied. Tbe steam* 
engine, so widely employed in otber induBtriee, is here neglected. 
While three million horse-power is employed in mumfaotnreB, agri- 
culture employs only twenty. five tbonaand. In short, it ie imposBible 
to instance all tbe utilities loBt or neglected by man. 

SIM. Denayronze and Yille calculate^ that by means of irrigation 
and chemical manures it would be possible to increase the value of 
everyone of the 33,000,000 hectares capable of such amelioration 
by 3,000 francs, at which rate the soil of IVance would gain an 
added value of a hundred milliards of francs. 

The same phenomenon tropears in England. I take tbe follow- 
ing fignree from Mr. Caird ^: — 

Increase per Ceht. rsoK 1771 to 1850 asd 1878. 





1771 


1850 


1878 


Bent of land 

Frioaofbreiid, peclb 

Ptioeolmeat 


13.. 
23 bus. 
7.. 3d. 


loemw 

27.. 1o™ ' 
26} bDB. 16-33 
9..7d. 82-20 
Ud. 1660 
6d. 66-66 


30.. ^m"^ 

28 bM. 227 
1*.. 98-8 

9d. ■ 200 



(See Diagram 10, p. 98.) 

We know the difBonlties which attend tbe transfer of landed 
properly in England. It does not pass freely as in France; and for 
this reason Mr. Caird has estimated its rent rather than its value. 
Bnt what does this steady rise in tbe rent of land mean, if m>t an 
enhanced prodnotion of utilitieB by the soil ? 

This rise is 36*7 per cent, greater than that in tbe wages of farm 
labourers. For the ireasons we bave already pointed oat in the 
case of France, the increase in the production of com is far less 
than tbe rise in rent. As to the prioe of bread, it is in 1878 
exactly what it was in 1771 1 Ite valne, compared with the fixed 
capital, land, has fallen 130 per cent. ; and, compared with the 
wages of farm labourers, 93 per cent. 

It is true that meat alone has risen 200 per cent in England and 
275 per cent, in France, but this only proves a lack of production 
and an increase of consumption ; it only proves that until the 
last few years man had not been able to overcome those hindrances 
of lime and space wbioh kept him from bringing bis products within 
the reach of the consumers. The rise in price of this circulating 
capital proves but one thing — that it did not circulate enongh. 



' La Biche$it, b; L. Senajronze INouveH* Bttnte, lit MsToh, 1879). 
'Landed Interest, v. 151. 1878. .-. . 
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From this rise in the price of meat, however, Id. de Foville ^ has 
drawn a conclnaion wbidi aeemB to me incorrect. I reprodnce hia 
table, altboDgb I think it contains some inaconraciea ; and in all 
these matters, aocnraoj is the main thing. 

From 1820-1825 to 1870-18?5. 





B«liiu 


Real tea 

par cent. 


( Mineral produotB 
i Variona prodnota 










187-6 
W9-6 

109" 


3-S 

86 

61 

896 

69 

26 



(gee DUgrun 11, p. 100.) 

15. de Foville infers a downward tendency in the price of agricnl- 
tnral prodnce, and an npward tendency in that of mannfactured 
prodnots. 

It would have been better for the ocnsiBtenof of M. de Foville's 
theory if he had not himself admitted that the price of " food " (by 
which, I take it, be means cereals, potatoes, and other agricnltaral 
prodnce) has fallen 2'5 per cent. 

He has been much less strack by the fall in these than by the 
rise in animal food and in native beverageB. 

I have already shown one cause of the rise in meat ; I will now 
point ont another, which applies eqoally to native beverages. 

There is a constant interchange going on between agricnltnrsl 
and indnstrial production. All the men employed in industrial 
production consume agricultural produce. Sow industrial pro- 
duction has iucreaeed in much greater proportion than agrioultural; 
and the oonsnmption has not only become greater, but it has 
changed its character. The consumption of meat has almost tripled ; 
production has been unable to keep pace with it, and the means of 
transport have been insufficient to bring it from abroad. The con- 
sumption of native beverages has tripled, and no other country has 
been in a position to make up to France the insufGcieucy of her own 
vintages. They have hardly yet learnt how to make wine in Spain. 

1 Da Moyeru de Tran^ort, p. 236. H. de FoviUe thinks that the pnrohssiag 
pover ol monej' has (alien 26 per oent. dnee 182S. He therefore BnbttactB (hia 
from bis eatiinate, ftud gives what he oalls the real rise or fall. We have pointed 
out in tba last cliapter Ote error of Uua sBUmate. The amoimts given ought, 
therefore, to be Taised 25 pei cent. 
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These are the oanaes of the high priceof meat and native beverages. 
In order not to antioipate, we will not here speak of the means of 
transport, whieb, by inoreaeing the means of interaatioual inter- 
course, have maltiplied the oonsnmption of French wine, aad stimn- 
lated the ezportation of cattle. 

Why has not the price of wheat gone ap in the same proportion, 
seeing its consumption has steadily increased, driving out all inferior 
grains before itP Becaase wheat can be imported, in almost any 
quantity, from Odessa, from the month of the Daaabe, and from 
the United States. 

M. de Foville's theory is not correct ; and in attempting to prove 
it, he has only sncceeded in estabhshing oars. Diagram 11 shows 
that while landed property (the most fixed of all fixed capital) has 
gone up 187 per cent., com, tissnee, ooloaial produce, mineral and 
chemical produce, and every other kind of oiroulating capital, meat 
and wines alone excepted, have fallen in the interval between 1825 
and 1875. 

Nor is this phenomenon peonliar to France; it presents itself 
ander the same forms in England. 



(FVom the Journal of tht Statittieal Soeuty, Uai 


reh, 1878, p 


12.) 




MillioM 


UiUlou 






FixmOintu. 




B»^. 


DiSeieiiM. 


FerOenL 


Laud 


1,664 


2,007 


143 


e 


EoDseB 


1,031 


1,*20 


889 


88 


Mines 


19 


66 


37 


196 


Ironworks 


7 


39 


22 


814 


BailwavB 


4U 


655 


341 


66 


Canals 


18 


30 


3 


11 




87 


63 


IS 


43 


Qnarries 


3 


4 


3 


100 




3,893 


4,244 


863 


36 



I have been obliged to deal with only a short period, becaase it 
is only during this period that we have reliable statistics as to the 
valne of fixed capital. Here we see the value of land augmenting 
only 8 per cent., while that of houses goes np 38 per cent., that of 
factories 195 per cent., that of iron-works more than SOO per cent., 
and that of raSlwaya, which are not in England the property of the 
State, 58 per cent. Within the same period, the valne of raw 
cottons and tissoes has fallen 164 per cent., and that of silks 46 per 
cent., while com has gone up only 5 per oent. (See Diagram 12, 
p. 102.) 
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It is plain, therefore, that in France and Eogland fised capitEtl 
has acqnired a maoh greater valae than circulating capital. 

I do not wiah to weary the reader b; moltipljing instances ; bnt, 
to avoid the acGUBation of manipnUting oar figures, let ns take 
different perioda, and examine the resnltB. 

We take the following proportions, showing the increase in ratae 
of land in England between 1348-19 and 1877-78, from Mr. Chas. 
Tumer'a report of the 7th Anguat, 1879, on the Income Tax. (See 
Diagram 18, p. 103.) 

Kow look at the comparison of the prices of circniating capital 
dnring the two periods 1831-45 and 1870-77. We have the fol- 
lowing figures : — 

Propobtiokats Risk ok Fall ih Pbicbs fok the Two PBBiODa 
. 1831-1845 AND 1870-1877, taking Pkicbs fob the Period 1846- 

1850 AS 100.1 





mtllTek. 


™.,.„. 


SSS; 


ralL 


BlM. 


2. Cotton wool 

B. BUk, Hai, wool .... 
4. OU, timber, ireBh tallow. 

tin 

6. Copper, leafl, iron, tin . 

6. CofFee, angar, tea . . . 

7. Corn 

3. Butcher's me&t .... 


116 
151 
180 

115 

108 
1S5 
106 


100 
100 
100 

100 
100 
100 
100 
100 


125 

127 
127 

120 
117 
116 
97 
14S 


24 

8 

20 


10 

6 
9 

*6 



The rise is very slight ; the fall in some articles much more cc 
siderable ; and, on comparing periods which are closer together, 
find the fall still more acoentnated. (See Diagram 14, p. lOS.) 

PsICGOFChIEF AETICLEBOrWHOLEaALB TbaSB in 1873 AND IN 187 





D,«™, 


»„,B7>. 


ArtioUa. 


Jul. ISTS. 


,....,., 


Diltersace 


PerCsiK. 


Foiled iro 
Coal, per 
Copper 


Q (Sootoli). per ton . . 


127.. 

S0(. 
Oil. 


43». 
19j, 
571. 


84<. 
11.. 
341. 


66 

87 







' Coiaiiiercial HiitOTji and Reaieie of 1818 {Supplement lo the Economist, Maroh, 
1879. p. 53). 
' The Fall of Fncti in England, Bobert Giffen {Jovmal «f the Statiftiaa 

Society, im. p. m). ^ ^ ,, Google 
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Pmob of Chirp Abticues or Wholesu.! Tbadb (continued)- 







Article*. 


j.n. isra. 


Jm. 187B. 


Diiterenca. 


Per Ont. 






1421. 
55i. lid. 
Hi. 6d. 
3: IQd. 
5>. Bd. 

lOd. 

231. 
Sl(. 6<1. 

SOt. 

Id. 

29.. 


611. 
89.. 7ii. 

37.. 
2.. lOd. 
4.. 9d. 

S: 

le.. 

6fi.. 

z. 


811. 

I6i. id. 

l(3t.6d. 
It. 
6<i. 

ilt: 

S.. 6d. 

1S(. 
2}d 
10>. 




Wheat, per qanrtOT . 
Floui, per sack . . . 
Beel, inferior, per etone 

„ First qn^t? . . 
Cotton, per ponnd . . 






29 

23 
26 
10 

46 


Sugar, per quintal . . 




26 


Pepper, per ponnd, . 
Foteignssltpetre, per qnii 


la 


89 
34 



(See Diagram 15.) 
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Consult the British Trade Jowmal, eepecially the nnmber for the 
1st of Jane, 1880, which contaioa special tables of prices ^m 1871 
to 1880, and yoa will find thronghoat, beneath aaperficial flactn^ 
tions, a steady downward tendency in the price of drcoUtingr 
capital. Crises are spoken of as accidental phenomena ; bnt they 
are a permanent phenomenon, rising in importance as the power 
of prodnction becomes greatcir, and capital accnmnlatea more and 
more tapidly. MaDnractarers and agricnltnristB will have to make 
□p their minds to look these conditions in the faoe. 

Frofaibitive tariffs will not check this phenomenon. The prices 
in the New York market are a proof of this. 

Prick of Couuoditibs Accobdino to thb Bepobt of ihi New 
ToBK Chamber or Couhebob. 





Y„„. 




lasB-isap. 


IST^mSTT. 


T^c^U 


Beef , per pound 

Coal, per ton 

Cotton, per poond 

iar'"-. :::;:: 

Wheat 


93-12 
10-90 
13-40 

87-70 

ai-so 
I'll 


f9-80 
4-80 
14 60 
6200 
27-40 
1-33 


+ 7-4 
-137 
+ 17 

- 41 
+ 29 
+ 19 

- 43 



(See Digram 16.) 
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Tet everjnbere, in Fnuiae as in England, the price of circolatiug 
capital on^t to have increased, ance the oonsmnption has con- 
siderably angmented. I take the following amonnts from U. de 
FoTilie":— 

COMPABATIVE IhPORTANCE or IrDIVIDDAL OONSDHPnON IN FUBCB, 

IN 1820 AMD IS 1870. 







v««o 


AMOcin 




HI Hub. 




a 


tor 1870. 




In 1070, 

VS. 




IS. 


a. Animal food . 
8. M»tive bereriges 
i. VariouB articles. 


tr, 

4705 
34-3S 
12 30 
8W 


fr. 
63-65 
46-62 

as- 

5-17 




fr. 
66-36 
83-67 
23 60 
34-61 


835t 
167:t 
226? 

8851 


77-12 
62-64 
4010 
16-61 


Food, total. . 


9196 


137-24 


m. 


137-64 


iia^t 


195-47 



(See Diagram 17, p. 103). 

Now let OB look at it from the other side. Go to Mexico, to the 
West Indies, where yon will, wherever agrionltnre and maaafaotnreB 
are in a backward state, you will be met by the same condition of 
things, — circnlating capital for the most pu-t dear, and fixed capital 
(the soil inclttded) for the most part valoelesa ; a fact which confirms 
uie law we have formulated as to the relations between the values of 
fixed and circulating capital, and which, at the same time, solves for 
ns the apparent economical contradiction pointed ont by J. B. Say, 
and commented npon by Prondhon.- "Since the wealth of a 
oonntry consists in the valne of the things it possesses, how comes 
it that the nation is rich in proportion as the wings are cheap ?" ^ 

It is clear, from what we have jnst seen, that this is a confosion of 
words ; things can only be measured by things, and values by 
valnes ; there cannot be e. general rise or a general fall thronghont 
a conntry ; and, conseqnently, it is absnrd to say that a nation is 
richest where prices are lowest. We mnst say, " the prices of certain 
things." Bat what things P We go back to the laws formulated 
in the last book ; industrial progress consists in continnally aug- 
menting the utilities contained in fixed capital, and in economising 
the consumption of circulating capital in the form of raw material, 
while increasing the production of circulating capital in the form of 
products, the result of which is, that the value of circulating capital 
goes down, and that of fixed capital goes np. 

I Moyeia de TroTiiporl, p. 336. ' Sm page BS.,,.!.. 
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Eence we obtain the following eolation of the problem proponnded 
by J. B. Say -.— 

The wealth of a, natum is in direct ratio to the value of its fixed 
capital, and in inverte ratio to the value of 0$ dratlating capital?- 



CHAPTER V. 

TBB RELiTIOM OF SFACI TO THE VALCE OF CAPITAL. 

I Bits eaid that space is an economic factor, the importance of 
which we are only jnet beginning to reoognise. 

I hare shown* how man, by the expenditnre of a limited quantity 
of oircnlating capital in the oonstrnctioQ of a road, a railroad, or a 
canal, sncceedn in diminishing indefinitely the consumption of oir- 
cnlating capital in the transport of necessary articles. 

A few figoros will show the pi-oportionafe advantage. 

By the most favourable oalcnlation a man can carry thirty kilo- 
grammes, and travel 30 kilometres in a day ; and snpposing him to 

' I pat foraord tlua tormula at the CocgresB of the Aaoeiation pour I'Avame- 
menl da Seiencei, in Angnst, 1880. It ivaa disonssed in the Eeonomitte 
Fran^aiii M. Leioy-Bcanliea admits thnt it h at bottom totmd; but a new 
theory can never be accepted at OQoe in its integrity. Some little protest sgaiurt 
it is absolutely neoessai?. M. Leroj-Beaaliea saye: "It might well happen 
that the rent of land in the Old Woild might fall by one-thiid, or even by half, 
through the oompetition of new oountrieB. withoat any retrogreasion of aooiety 
01 even impoTeriehment of the nation." I cannot agree with thia view of M. 
Leroy-Sennliea, and the land-ownera will certainly thTnV that he makes np hia 
mind a little too easily to the diminntion in the valne of land. Wonld they 
have the same paichagiiig power the day after this diminntion had taken plane, 
as they had the day before f The event would be bat tbe complete eonfir- 
mation of my theory. The value of land wonld mnh, beeanse the new countries 
oonld produce com, meat, etc., more cheaply than ihe old. There wonld thos 
be a fall in the valne of oircnlaiing capital ; at the some time, there wonld be a 
rise in the valne of Sied capital out there. It this utovement produced a tall in 
the valne of fixed capital in the Old World, it would prove that the owners of that 
capital eithei were not able, or did not know hovi, to pat it to a fresh nse, which 
would enable them to combat the oompetition from abroad. In that case they 
would be mioed, and it ia impoaaible to aappose that the wealth of the nation 
would not sutler in consequence. 

M. Leroy.Beaalien adds : " It is a misQae of words to say that Hie wealth of 
a nation is in inverse ratio to ita oircnlating capital ; we moat at least interpose 
the correction ' in inverse ratio to the value of the nnite composing its oircnlating 
capital.'" My method of demonstrating this point wiU, I think, be enough to 
dispel any ambignity. It waa the price of the units, and not ol the maaa of 
the oirca^tiiig capital ot a country, that I compared. 

The December number of the Journal dee EeonmnUtes also contains some 
remorba on this question by li. Climent. It appears that M. Clement did not 
quite hear what was said. He will And, on reading this ohapter, that his 
criticisms bear upon nusappreheosions ol this kind, and not npon any Uieory 
or statement of mine. ,-^ , 

' Book n., chap. L Dia,t,7P:h»LiOOylt' 
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Spend tbree francs k day, the oost of transport will come to 3 fr. 
33 centa. per ton per kilometre. 

A mnleteer can drive two moles, each carrying 75 kilogrammea 
ftnd doing 30 kilometres a day. The oost of transport will now be 
calonlated thns : — 

Expenses of man S fi. a. p«r day. 

Ditto ottwomaled Sir. 60a. „ 

Wear and tear ot man and beast . . 1 fr. o. „ 

Total . . . 7 (r. 60 o. per day. 

Beckoning three hnndred days in the year — that is, 3,150 kilo- 
metric tons for the two mnlea — the average rate comes to 87 centimes 
per kilometric ton. 

The camel is thonght a cheap means of conveyance ; let ns see 
what it costs. Fifteen merchants join together to go throngh the 
Soadan, and choose a gnide ; total — sixteen men. Each merchant 
needs three camels to carry his merohandise, and a fourth to carry 
his provisions and bag^ge ; total — sixty camels. The camel can 
carry 400 kilogrammes 40 kilometres a day, and can keep this np, 
if necessary, more than a month. His keep costs tittle, bat the 
animal himself has a certain valae ; the period of gestation is twelve 
months, and the rearing is a long process. 

The cost of transport by camel comes to : — 

One man 2tr. SOe. per day. 

Foot oamele 4 ft. a. „ 

Wear and tear 2 fr. 60 o. 

Total ... g fr. per day= 

S,2es fr. per anniun. 

The caravan does two jonrneys a year, backwards and forwards, 
a total distance of perhaps 6,000 kilometres. The average load per 
camel being 400 kilogrammes, the total amonnt of transport effected 
by each merchant per annum will be 7,680 kilometrio tons. The 
cost per kilometrio ton has come down to 42 centimes. 

At the inquiry made in 1861, M. Engene Flachat reckoned the 
price of the kilometric ton transported by road at 20 centimes. 
M. Jacqmin, in a pamphlet on the scheme of the lai^e carrying 
agencies for the period 1834-46, calcnlatea the coat by roulage 
acceterd at 43 to 4b\ centimes per kilometrio ton, and by roulage 
ordinaire at 23 to 28 centimes. The average wonld, therefore, be 
85 centimes per kilometric ton. 

The kilometrio tariff on railways in 1835 was as follows : — 

MerehandUe per Ton, ordinary goods aervice {petite viteise). 
Coal .... 8 cent. Ist class ... 13 cent. 

2nd cIbbb ... li „ Srd olasa ... 16~ » i 
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The present tariff is :— 

MereJiandiie. 
Fast gooia seTrica {grandt viteui) . . . 



E OF CAPITAl. 



The averse cliarge, therefore, by ordinary goods service, is 
barely half that by waggon. 

We are always complaining, aad with reason, of the railway 
charges, and yet the cost per ton, not including incidental expenses, 
hardly comes np to an average of 6 centimes ; and when we com- 
pare this charge with the average price of waggon carriage, as given 
by M. Jacqmin, we find that a saving of 7S per cent, has been 
effected. 

Bat the toll ' is higher than the carriage, as the following tariff 
of the fourth class shows, — 



Curioga. ToUL 



From 9 to 100 kilog. ft( ft 
Fiom 101 to 300 kilog. at ft 
Above 800 kilog 



0-016 



0-04 



If the tolls were abolished on the railways, as they are alreaily 
on roads and canals, the carriage woald fall to two centimes. We 
should then have the following proportion, — 

Par Kilomelrio Ton. 

Porter Fr. 3-33 

Mulaa 0-87 

Wftggon 0-25 

Kftil. 1835 012 

Ditto, 1879 0-06 

Ditto, without Toll 002 

The annnat trade of France ^m 1876 to 1878, was, in ronod 
nnmbers, — 

EilDmetrld Tom. 

Bailwaja Fr. 8,000,000,000 

Intenwl Nftvigation 2,000,000,000 

Coasting Trade 1,000,000,000 

ItoadB and Streets 8,000,000,000 

This total of nearly twen^ milliards of kilometric tons divided 
by the total nnmber of the population of France, gives an average 
of 540 kilometric tons a year to each person, tbat is nearly one 

I Fieneb railva; tariCTs comprise ft double ohaige, flrtt for the use of the road 

(piage), and seoondl; for the expense ot oarriage {traiupcrt). i',i)i-)o L' 
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and B, half kilometric tons a daj. These figarea are eiclaBive of the 
great maritime trede, which is also oonnted by milliards of kilo- 
metric tana. 

A maa of the atone age conld by no manner of means have 
effected the daily carriage of one and a balf kilometric tons; and 
BobioBoa Cmsoe, tbongh possessed of some of the resources of 
civilisation, woald have been equally at a loss. 

" To move is to produce," says J, S. Mill. He conld not have 
said a traer thing. The nhola of industry consists in the bringing 
together of ran materials. 

In 1838, Arago, wbo then opposed tho introduction of railways, 
said, " It is not to be supposed that a couple of parallel iron rode 
can change the face of Qasoony." Nevertheless the coaple of iron 
rods were introduced, and the face of Qascony was changed, because 
these iron rods made it possible to transport the timber it pro- 
There are millions of acres lying valueless in Africa, America, 
Asia, Australia, simply for want of being brought into commnnica- 
tion with the centres of consnmption. Let this be done by means 
of railways and canals, and these lands will forthwith acquire a 
considerable value, because they will have found an outlet for their 

The Americans know this so well, that the bankers of New York, 
who get np the railways, and the investors who take shares in 
them, look for thoir profit, not to the dividends of the railway, but 
to the enhanced value of the prairies of Iowa, the corn-lands of 
Illinois, the forests of Miohigan, the coal and iron-works of 
Pennsylvania, and the emporiums of Chicago and Bafialo. 

The value of fixed capital is pToporlionate to the power of the means 
of Lamport. 

Wherever a railway penetrates into a remote part of the country, 
yon will hear quiet people who live there complain, "HailwajH 
raise the price of everything." So they do, so far as the products 
of the locality itself are concerned ; the railway creates a new outlet 
for them, and thus gives them an increased vidue ; bat, at the same 
time, it introduces circulating capital at a cheaper rate than was 
possible with the old modes of conveyance. It therefore brings 
about a rise in the price of circulating capital produced within the 
district, and a fall in the price of ciroula,tiiig capital brought in 
from outside. Thus it levels pricee. 

Not only BO, but it also brings within reach of the fixed capital 
of the regions it traverses the raw material which is wanting to 
them— chalk, phosphates, cool, and so forth. It thus enables their 
fixed capital to produce what it could not produce before. It gives 
it a greater power of utUity. ^^^^^ „» Gl)Oy If 
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Formerlj, Fans obtained its fmit ftnd vegetable sQpplj entirely 
&om the land in its own Deighbonrhood ; and the difierance in the 
coat of transport gave these landa a marked advantage over more 
distant places. Now-a-dajB, the railiraj eappliee Paris with com 
from Marseilles, artichokes and asparagus from Algeria, canli- 
flowers, salad, and potatoes irom Boscoff, strawberries from 
Bordeanz, peaches from Provence, melons from Gavaillon, and so 
on. Formerly, the radina of the nulk-BnppI; did not exceed tirenty - 
five kilometres ; it now exceeds a hundred. 

Hence has resnlted a fall in the value of luid in the envirans of 
Paris, and a rise in the valne of more distant laod. This fall is 
faowerer only relative and teaositoiy. It is simply the consequence 
of the tendency of improved means of commimication to level prices. 
The carriage by road of a hectolitre of wheat (75 kilogrammes) 
costs two centimes per kilometre, or two francs for twenty-five 
leagues. Hence arose monstrons ineqnalities in distribntion, ac- 
cording as the harvest was scanty here and abundant there. Now 
the railway tariff for com vary ftom three to seven centimes per 
ton. One too of com contains more than thirteen hectolib^s. It 
enenes that the incqaalitiea in the price of com in different districts 
tend more and more to decrease. 

We give here the maximum inequaUties recorded by the 
Ministry of Agriculture and Commerce Tor the nine following 
districts ;~North-we8t, N<Mib, North-east, West, Central, Eaa^ 
Sonth.wesc, South, Sonth-eaet, — 



1859 4 61 

186a S65 

1B70 2 86 

1871 ...... 2 M 

1872 3 H 

1873 SO 



1874 3 71 

1876 3 65 

1876 3 S3 

1877 3 01 

1878 1 74 

(See DiagiaiB 18.) 
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The s&me phenomena are olraerved in comparing different conn- 
tries, ae the following table ebows, — 

Price of Cobn fek Hgctolitbe. 





r^^ 


New York. 


Oaeaw. 


Muimimi 


Teer 


a.«. 


tr. 0. 


tr. 0. 


Ir. B. 


1836 .... 


16 26 


18 46 


9 37 


9 08 


1836 










17 33 


26 79 


B43 


17 36 


1887 










16 63 


80 76 


6 28 


32 43 


1B88 










19 61 


36 50 


9 45 


16 05 


1639 










22 14 


23 04 


10 88 


11 16 


1840 










21 64 


16 44 


11 78 


10 06 


1841 










18 64 


17 13 


11 83 


6 71 


1818 










19 66 


16 03 


11 09 


8 46 


1843 










20 46 


14 13 


9 49 


10 97 


1844 










19 76 


18 35 


9 87 


9 88 


1646 










19 76 


• 15 26 


10 78 


8 97 


1646 










24 


15 36 


12 59 , 


11 46 


1647 










29 01 


20 30 


14 90 


14 11 


1848 










16 66 


17 66 


12 


5 66 


1949 










16 37 


17 


11 80 


6 20 


1850 










14 32 


17 23 


11 55 


5 67 


1851 










14 48 


14 24 


9 10 


6 38 


1862 










17 23 


14 74 


11 30 


6 93 


1853 










32 39 


23 20 


1176 


11 44 


1B54 










28 82 


30 09 




1 27 


1855 










29 33 


34 86 




5 63 


1856 










30 76 


34 49 


22 58 


8 17 


1857 










24 87 


2192 


19 63 


4 84 


1668 










16 75 


18 75 


14 78 


3 97 


1660 










16 74 


20 


14 02 


698 


1860 










20 34 


21 16 


16 16 


6 


1861 

18G2 










21 25 
23 24 


30 30 
17 11 


14 31 
11 66 


994 
11 58 


1863 










19 78 


16 63 


13 36 


6 52 


1864 










17 68 


13 63 


12 76 


6 05 


1866 










16 41 


17 30 


13 60 


3 60 


1866 










19 61 


3S 62 


18 08 


7 44 


1667 










26 19 


23 05 


18 70 


7 49 


1666 
1S69 










26 64 
20 33 


21 69 

16 21 


20 40 

16 15 


6 34 

6 13 


1870 










20 66 


16 27 


15 30 


5 29 


1871 










25 66 


19 38 


17 85 


7 80 


1873 










33 16 


21 30 


16 82 


6 88 


1873 










36 63 


33 69 


19 




1874 










36 U 


23 41 




1 70 


1876 










19 82 


17 78 




1 69 


1876 










20 69 


18 42 




2 17 


1877 










23 44 


20 85 




3 69 


1879 










28 




... 
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NererthelesB, the coat of carriage to England, whether from the 
Black Sea or from California, of an amount of com equal to the 
produce of an English acre, ig seldom below, and often above 40 
shillingB i and the same with fresh meat imported from America. 

This difference, arising from cost of carria^, is equal to the 
aven^ rent paid by the farmer to his landlord!' 

But this difference will decrease as the improvement in the means 
of transport increases. 

The less developed the means of tranBport, the more circum- 
scribed will be the area of supply. The objects which are to 
satisfy the wants of man must be just under his hand ; if they are 
not, he must do withont them. The Armoricass never dreamed of 
obtaining pepper, sugar, or cinnamon. The early inhabitants of 
Great Britain never imagined that a day would come when their 
coal-fields should attract cotton irom the United States and India, 
to be aflerwards re-esported, in the form of thread and calico, to 
supply the ueeda of people hundreds and thousands of miles away. 

Before the development of the means of transport, the prudent 
husbandman raised the crops he wanted most; com to eat, wine to 
drink, flsi to spin, and so forth. Bnt now he raises what his land 
will best produce. If it yields bad com and good wine, he turns 
it into vineyard, and sells wine to buy bis daily bread. Thus, in 
France, the plains are given up to wheat, the uplands to oats, and 
other districts to pasture ; even without the imposts on the im- 
portation of sugar, the soil of the Horth would bj now have been 
covered with beetroot; while in the Sonth vineyards bad almost 
entirely supplanted the corn-fields, before the phylloxera appeared 
to check the transformation. 

Tet prejudice, repulsed at one point, only reappears under 
another form, "A nation mnst be self-sufficing; it must not be 
dependent on the foreigner," It is the old agricultural theory over 
again. 

For a nation like France to be self -sufficient, she must dispense 
with a multitude of things which have come to form part of her 
daily life — coffee and cotton to begin with. If the sacrifice is too 
great, there is bnt one alternative, to grow coffee at Montreuil, and 
cotton in the Beauce. The price would be higher, and the quality 
poor. It is easier to fetch them from countries where they grow 
naturally. Let the protectionists say what they will. The means 
of transport gthi/ulate in every diitrict the produetion» to which it it 
be»t tmted, and ddecourage those to toMeh it is less suited. 

Hence an increase in the power of utility, and consequently in the 
value, of fixed capital, and a fall in the price of circulating capital. 



1 Caird, Landtd InUrett, 1878. 
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since it is produced or obtained at less cost. We may thereforo 

The m^ans of transport, by giving to eireulating capital a higher 
value where it is produced, and a lower where it is consumed, tend to 
equalise its price. 

Since the means of transport at onee bring raw material and carry 
away prod/uce, they give to fixed capital a greater power of utility. 

The equality in price of all capital of the earns hind, and the value 
of fixed capital, are in proportion to the power of the meant of trans- 
port. 



CHAPTER VI. 

OF TIME TO THE VALUE OP CAPITAL. — PRICE OP OBBDIT. 

The Conveiition, ftdopting the idea of Targot, incorporated with 
the law this declaration, — " Money is a commodity the price of 
which depends entirely on agreement, and varies, like that of all 
other commodities, with the relation of demand and snpplj?" 

Bat so keen is prejudice, that this decree had to be rescinded by 
that of the 2nd Prainal. 

£ven now, although the system of maxima {i.e. of fixing by 
law the maximnm price of commodities), is condemned as ^tanrd in 
the case of other commodities, it is still accepted as correct with 
regard to money. 

Bnt here again there is a confnBion of ideas. We think of onr- 
eelves as borrowing mon^, becanse it is under the form of money 
that loans are efieoted. Bnt tbey might be effected jnst as w»ll 
onder the form of bank-notes, cbeqaes, or mere exchange of signa- 
tnres. When yoa borrow money, even supposing it to be in good 
liard cash, yon do not go and lock it up in a safe; yon change it 
into something else, yon pay your debts, you provide yourself with 
fixed or circulating capital. When we apeak of the price of money, 
we are guilty in fact of a gross blander, arising from that want of 
observation which constantly makes ua take the sign for the thing 
signiGed. It was intelligible enough at a time when money was 
' carefully boarded. Bnt it is disgraceful, at this time of day, to find 
socb expressions still in use, not only in common parlance, bnt in 
legal phraaeology. 

If the rate of interest represented the price of the metal, it ought 
to be highest in England, where there is so little in circulation; 
whereas it is in England that It is at the lowest. * 

Mr. Tooke says, that every modification in the amount of coin in 
circulation produces a temporary efiect on the rate of interest. Ue 
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coDfonnds the rate oi intereat with the rate of exahange. If the 
amount of ooin in circnlation ia insufficient for the necesRitiea of 
trade, the rate of exchange will rise ; bat not the rate of interest. 

But I ahall he told that there are two milliards of mon^ (fiance) 
lying idle in the vanlts of the Bank of France, and that nnder these 
ciroDmBtances the rate of interest mnst &1I. 

Tea; hat how comes all this money to be lying there P Because 
the people who received it in exchange for their commodities have 
fonsd no opportnnity of converting it into freah commodities, or 
fresh capital; they are encumbered with it, as a grocer would be 
encumbered with a quantity of sugar that he could not dispose of. 
The grocer lowers the price of the sugar in order to make it sell. 
The holders ti the two milliards of francs will lend at a lower rate, 
and will give a higher price for securities. 

"Bat then," you say, "the converse should hold good; if the 
precious metals became scarce, interest will rise." 

No ; not if circulating capital is abundant, and does not readily 
find employment. Yes ; if the scarcity of the precious metals is the 
sign of so brisk a demand for oirculatuig capital, that it finds easy 
and remnnemtive employment. 

It should never be forgotten, that even if money has an intrineio 
value, it does not heoome a utility to its possessor until he uses it. 
It hecomes a utility to him the moment it leaves his hands to be 
converted into some other utility. 

We have said that the rate of interest represents the price of time, 
just as the cost of transport represents that of space. The rate of 
interest ie governed by the laws which rule all other utilities. 

Where circnlating capital is scarce, or where there is not the 
organisation necessary for easily and safely utilising time, there the 
rate of interest is high. 

The Yisigothic law authorised interest at 12^ per cent, on loans of 
money nnd 50 per cent, on loans of merchandise. In France and 
Italy in the thirteenth century the Jew and Lombard money-lenders 
charged on an average 20 per cent. In the Rhine provinces during 
the fourteenth century, 50 to 60 per cent, was not unnsnal. Now, 
on the contrary, the rate of interest is constantly diminishing. We 
may here call attention to M. Leroy-Beaul tea's mistake in connexion 
with this subject. He says,' " The persistent fall in the rate o-f 
interest increases the nominal value of all investments, whether in 
movable property or in lands and buildings. Within the last year. 
Rentes have gone np from 9 to 10 per cent. ; sll real property ia 
towns, notably in Paris, has gone up in at least equal, sometimes 
greater proportion ; and, the agricoltural crisis notwithstanding, it 
has been the same over the greater part of the country." 

' Eeonomitte Franfoii, Sept. 20, 1878. See alao Maroh 32, 1878wi|e 
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Belweeu 1872 and 1879, FrsDch 3 per cents, hare gone up from 
51 or 52 to 82, an increase in ralne of more thaa 50 per cent., or 7 
per cent, per annum, without reckoning interest. It mnat therefore, 
at the very lotveat, amonnt to 10 per oe&t. per annum ; and, capital 
not being exbansted, it will still go up. So that M. Leroy-Beanlien 
is not exaggerating when he calculates the gain at 13 per cent. 

This upward movement never ceases. In 1880, the 5 per cents, 
rose above 120 franos. M. Leroy-Beanlien was right as to the 
facts, but he failed to explain them. The laws we have already 
formnlated explain them easily enough. 

What do movable valuea for the most part represent P Fixed 
capital, mines, forges, railways, eto. The valae of this capital steadily 
increases. Movable values are simply fractional titles to this 
property. Nothing is more natural than that they also shonid go up 
in value. Circulating capital, becoming too abundant, falls in value. 
It seeks to transform itself as quickly as possible into fixed capital. 
Now, as we bave akeady laid down.i o money-claim r^resentg a 
oo-pToprietoTshvp tn fixed capital; a mortgage is a share of the title 
to the property. The creditor becomes part-proprietor. Every 
advance on mortgage, every bond, is a mode of converting circulat- 
ing into fixed capital. The Funds themselves are a mortgHge ou the 
entire property of France, guaranteed by the whole of her fixed 
capital. The fund •holders are joint proprietors of the national estate. 

It follows from this, that tbe rise in price of movable values, — 
shares, bonda, and R«ntes, — is simply one form of the enhujced 
value of fixed capital. 

The fall in the rate of interest is a proof of the abundance of oir- 
cnlating capital. Here again we see the operation of the law we 
have formulated. 

lu the absence of any frigbtftd destruction of capital by war, this 
state of things will asenredly oontiuue ; a standing warning to those 
capitalists and financiers who, after having denied the fact, and fore- 
told a reaction, are now obliged to acknowledge its reality without 
nnderalAnding ito cause. 

But it may be objected that in £ngland, during the last century, 
the legal interest in Queen Anne's time was only 5 per cent., that 
under the Walpole ministry Consols reached 107, and that under 
George III. interest fell to 3 per cent It was during the 
eighteenth century that interest reached the lowest rate in Europe. 
From the end of that century it continued to rise until 1872 ; and 
only since then baa it been falling. 

I put the objection roughly, with some overstatement of the facts. 
But even so, taking them for the moment as correct, so f»r from 
couU'adictiog my theory, it only coiiGrms it. 

Seepage 63. n,o,t,7P-h»Go0^lt' 
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Since the cloae of last century, an immenBe amonnt of capital has 
been coQHiinied in war; and by tbie means tbe accnmnlatioti and 
conseqaent depreciation of circulating capital, and tbe aocompany- 
iug rise in tbe valae of fixed capital, hare been retarded. The same 
result hag followed tbe creation of railways and other great public 
workB, which bave consumed tens of millions of money ; they may 
in time become productire, bat they are not so to begin witb. The 
Hdvance made is very considerable ; and this baa helped to retard 
the accumulation cf circulating capital with its attendant phenomena. 
The loans to American and Asiatic States have similarly conenmed 
an enormous mass of capital, which bas for tbe most part been 
miserably squandered. We are now, however, beginning to recoap 
the capital lidvanced on tbe great works, almost all of which, as 
railways, canals, ports, etc., have moreover increased the rapidity 
of circulation. This has also been facilitated by the extension 
of telegraphs, by improved banking arrangements, and tbe like. 
Now, the qnicker the circulation, tbe more rapidly does circulating 
capital become fixed. Hence an accelerated rise of movable valnes, 
and an accelerated fall of interest. 

If there had been no wars, interest would long ago have fallen to 
1 per cent 

In some coantries, in new oolouies for instance, the rate is still 
high, because there is a lack of circalating capital. In Australia, so 
late as 1850, a loan conld only be effected at 15 to 20 per cent., how- 
ever good the security. Tbe rate bas gone down a good deal since 
then. Between tbe difierent States of tbe Union, tbe rate of 
interest vrtries greatly, from 6 per cent, in New York, to 10 in 
Iliitioia, and 15 or 20 in Nebraska (this was in 1878).' 

We may be snre that the same phenomena nill arise here which 
we have observed with reference to the means of transport, viz., the 
levelling of prices. Tbe time is not far off when colossal fortnnes 
will no longer be made on 'Change, because the enormoos finctn- 
ations throngh which they were realised will, to tbe general advan- 
tnge. cease to be possible. 

We may therefore conclude that : — 

The price of credit is in inverge ratio to the abundance and rate of 
circtdatiou of ctrwlating capital. 

The tables published in 1878 by Mr. IngHs Palgrave in the 
Banker's Magazine, relating to the rate of discount in the great 
European banks, confirm this theory.' 

Taking the year 1860 as a centre, we shall see that on only two 
occasions before that time did the rate of discoont of the Bank of 

> L'Agrieiiltiire aua Etatt-Vnit, a report b; H. T. Mot, to tha Sop.i^U dee 
AgiicolteuTS de France, p. 16. 

" They have been reprodoced in the ButltHn de Stattitiqut da Sliniitiir dn 
Finance; Julj, 1878. 
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England fall to 2 per cent., viz., in IF)51 and 1853 ; aod in 1853, it 
onlf remained at that level for six days. Since 1860, on the con- 
trary, it has fallen to 2 percent, in seven different years — 1862, 
1867, 1868, 1871, 1875, 1876, 1877. During the two kt.ter years it 
remained at this level 425 daya, that is to say, considerably more 
than half the t^me ; and during 1867 and 1868 no lesa than 483 
days, — sixteen months out of the twenty-fonr. 

Daring the period 1844-77, the mean rate of disconnt of the 
Bank of France was considerably higher than that of the Bank of 
England. The most asnal rate was 4 per cent., and next to thnt 5 
per cent. A oommercial honae might discount its bills at the Bank 
of England for 3 or 2^ per cent., and at the Bank of France at 4 per 
cent., dnring the same number of days. The Bank of England 
rate was at 3 per cent, for 2682 days, and that of the Bank of 
France for 1518 days ; the Bank of England remained at 2 per cent, 
for 1391 days; the Bank of Franbe for only 270 days. 

The aver^;e rates of disconnt for the three banks of England, 
France, and Germany, are as follows: — 



£3 Ub. 3d. £i Ob. 6d. £4 Sb. Td. 

that is, the English bank-rate of disconnt is lesa than the French by 
5'5 per cent.,' and leas than the German by 16*1 per cent. 

Thns the lowest rate of disconnt lasted only half the time in 
France that it did in England, bat still nearly one-eighth of the 
whole period; bat at Berlin it never once fell to 3 per cent., and 
remained at 3J per cent, for only 54 days. 

There is this mnch in common between the French rate and 
the German, — that 4 per cent is the nsnal rate, and next to that 
5 per oent. 

We give the Sgnres : — 

Bank of France, 1841 to 1877: 



Total . . . ■ 6.384 « 
6:iiik of Germany, 1844 to 1879 : 

DiMomit at i per oent. daring 7,576 itkjt. 



> rft« Eeeaumtitt, Hov. IS, 1880. 
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BaalE of Eogland, 18U to 1879 : 

DiaooDDt at 4 per oent. daring 1,293 daja. 
6 „ 1,10C „ 

Total . . . . 2.399 ,. 

It IB not the EkbnBdance of the preoiooB metals which 
ihis rate of disooant, for we find :' — 



Cisli. 


In Bank. ' In CimnlaUon. 


PerBead. 


nDitedEingdom 1 £120,000,000 
France . . 310.000,000 
Germany . . 1 123,000,000 


£82,000,000 1 £80.000,000 
90,000,000 1 220,000,000 
27,000,0(15 9«,000.000 


oos. 
120 
46 



Bab Great Britain and her GoIonieB repreeent one-third of the 
baokiog power of the world. 

Bankins tower. Per Ueail. 

Great Britain £780,000,000 £23 

Frtmce 840,000,000 9 

Germpinj 280,000,000 7 

The World 2,600,000,000 B 

We see therefore timt the low rate of interest or discoant dot-is 
not depend on the abnndanoe of the precioaa metals, bnt on the 
oi't^aniiiation of credit, which admits of a greater economy of 
L-ii culating capita], eombiaed with a wore rajJid circulation. 

Wliile BOme Utopists were autoally trying by main force to do 
away with the price of credit, the price was falling of iteeif by thu 
mere force of circnmslanceB. 

But yon cannot Batiirfy everybody. 

According to some, gratailonBiiuss of credit is the snpieme good; 
according to Adam Saiith, MacCalloch, Boscher, and Stuart Mill, 
it is the last and utmost ill. They have predicted that the ex- 
tinction of interest will .produce stagnation of wages, a want of 
ioiriative, and a staciouary economic coodition. 

Tliese fears are indeed chimerical. Capital must always seek 
inTeslmetit ; for if it is not utilised, production will cease, und tlio 
capital itself will soon be exhansted. 

Qrutnitousness of credit cmi never be more than relative. Stag- 
nation will have no place in the civilisation of the future. 

' Frotrreii of tht World, b; M. O. UuUuiU, 1830, pp. 31, 37. The figure* 
relating to Frnnce nre too low. The; ought to be ^uott double. But thir 

only EtreugtheuB the argument. 
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BOOK IV. 



THE VALUE OF MAN. 



POPUIiATIOIT. 



MiiiTHUs baa become a Bort of scapegoat, on wboBe bead we lay tbe 
responsibility for all tbe ills tbat flesh is heir to. He starts with 
the fact* that when several prodncta have each of them a power of 
reprodnction equal to tbat of tbe prodacer, a more or less rapid 
geometrical progression necessarily ensues. The only question is, 
" Has every mau a generating poner equal to tbat of his father be- 
fore him?" The answer seems to him to be in the affirmative. The 
increase of population will therefore be in geometrical progression. 

Bat while a man may beget two or four children, who for tbe first 
fifteen or twenty years will consume without producing, he counts 
meanwhile for only one in. the work of production. Hence it arises 
that the advance o£ production must always be a generation behind 
that of population. 

Maltbns formulates the law to which his name bas been given 
in tbe following terms :^ "Population, when nncbeoked, goes on 
donbliug itself every twenty-five years, or increases in geometrical 
ratio. Tbe means of subsistence, under oiroumstauces the 

most favourable to bmnan industry, conld not possibly be made to 
increase faster than in arithmetical ratio. . . . Taking the 
whole earth and supposing the present population eqnal 

to a tlioufand millions, tbe human species wonld increase as tbe 
numbers 1, 2, 4, 8, 16, 32, 64^ 128, 256, and sabeistenoe as 1, 2, 3, 

' Principle of Popuiatioii.vp. 1,6. eth edition^ • , ,,,|,. 
1^ ^^.i.K)J^lL 
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4, 5, 6, 7, 8, 9. In two oentoriea tte popnlaHon wonld be to the 
means of sabBietence as 256 to 9; in tbree centariea, as 4096 to 13 ; 
aod in two tbonsand jeare the difiereooe would be almost incal- 
culable." 

This is reckoning after Perrette'a fashion. She npaets hoP milk- 
pail, and her reckoning breaks down ; bnt it wonld bare been none 
the more correct if the milk-pait had not been npset. 
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We have to take into accotmt the obstacles which hinder the 
rigorone application of this estimate. Malthas, who clearly 
saw and analysed them, divides them into two sorts — destractiT« 
and preventive checks. 

Another little point, which quite Asoaped Malthua, but rwbidl 
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must enter into our palcnl&tioDB, ie the increaaing industrial oapaoitf 
of man. The son hae no more children than the father had, bat 
by the help of the eteam-engine he can multiply his po'wer of pro- 
daction tenfold.^ 

For the last centniy, facte have been giving the lie to the law of 
Malthas, and showing that i priori laws are worth jaat ae little in 
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Diagram Sl.^PropoEtloiiatfl TiuiroaM of Wealth and FopulotJoQ in the U: 



tSTG 

dKlngaom. 



eoonomio science as anywhere else. Look at France. A glance at 
the following table is enoagh to show that wealth inBreasee there 
lit a very different rate from popnlation.^ 

> See Booli 11. 

' This oompntdtion of wealth, though not ligontusl; eiaot, is a Bnfficieot 
indieation, and it extends orer a oonsiderable period. (Bee Yftclier, Evahtaiicm 
de la fortune de la Franet. — Joamal dt Stalittique, Nor,, 1878.) It ia too low, 
for it does not take aocoont of the ondei-estlmate d petBonal property pvot in 
probata duty ntimui. >^i^H>Vl<-- 



Fbopobtion bbtwbxn the Capital Valub ov Becoedbd Successionb 
TO Peopbbty, ahd THi PopnuTioN OP Franci, 1826-1876. 



80,461,9J 
S2,Se9,2S 
83,640,91 
84,230,1'; 
85,400,4t 



3S,067,0( 
86,102,9i 
86,906,Tt 



1,3S7,B69,S0S 
,386,271,015 
,G39,T38.388 
,640,409,974 



•V. 44-28 
89-49 
45-90 
47-91 
48-04 
61-17 
60-87 
65-86 
65-94 
109-45 
127-40 



(Bee Di&gram 30, p. 134.) 

But it will be said tbat in Franoe tho popnlatioa increases slowly. 

This is trae ; bnt in England it increaseB rapidly, and the re&nlt is : 

TTnitbd KlHODOM. 

Wsaltli, Fopnluioii, 



(fiee Diagram 31, p. 136.) 
FOFDLATIOH AND WEALTH OP THE UNITES StATEB IH I 

(1/90 TO 1870). 







WbIOl 


incro-e. 






^■I-^ 


"^^^ 


Wealtb per 


1790 . . 
1800 . . 
1810 . . 
1820 . . 
1830 . . 

1840 . . 
1850 . . 

1860 . . 
1870 . . 


8,939,627 

5,305,987 
7,239.614 
9,638,191 
18,866.030 

17,069.453 
28,191,876 
81,600,000 
88,558,000 


(EBtimated.) 

760.000,000 
1,072,000,000 
1,500,000.000 
1,882,000,000 
3,653,000,000 

(Official.) 
8,764,000.000 
7,135.780,000 
16,159,000,000 
80,069,000,000 


85-02 
36-43 
33-13 
83-419 

82-67 

86-67 
85-59 
32-00 


43-00 

89-00 
26-40 
41-00 

41-70 
89-60 
136-43 
8618 


187-00 
202-18 

307-30 
195-00 
206-00 

220-00 
307-67 
510-00 
776-96 



(After Mr. Giffen. See Diagram 22, p. 127.) 
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These &cta show that th» Ian of Malthns might be raTeraed, and 
that we might say, "Population increasea in arithmetical, and 
wealth in geometrical propor- 
tion." 8 

Malthas adds, that popnla- "^ 
tion increases with the means 
of Bubsiatonce, and is limited 
by them. At 6rat sight no- 
thing oonld appear more just, g 
and yet the forogoing faots " 
have shown that the means of 
sabgistence may increase mnoh 
faster than the popniation. 

Agtun, Maltbns forgets to 
say what be nnderstands by g 
the means of snbeistonce. It 
is olear that the words do not 
mean the same to an Engbah- 
man tbat they do to a Nea- 
politan ; and even a Neapobtan a 
wonld find it hard to resign S 
liimself to the worms, the 
larvte, and the (any shell-fish 
which make np the ordinary 
means of anbastence of a 
native of Tierra del Faego or g 
Aastralia. * 

Strangely enough, M. Aoh. 
Gaillard, the foster-father of 
the Demograpkie, has adopted 
this propoaition of Maltbna, 
giving it the name of " the S 
general equation of anbaist- 
ence." " The average popnia- 
tion is proportionate' to the 
available means of aabsistence. 
Given the loaf, the man is ^ 
horn ; withdraw the loaf, wid g 
the roan disappeare." 

Dr. Bertillon has somewhat 
geiierabsed U. Qaillard'a law. 
He formnlates it thus : " In a 
healthy conntry, inhabited by S 
a given race at a given alage' 
of mental development, the 
population, and oonaeqnently 
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tie nomber of births, tends to be proportionate to the qnantitj of 
prodactive labonr of which that race at that stage of development 
is most easily susceptible." ^ 

I shall content injaelf witb remarking that there are very 
popnlons conntries nhich have men, bat which bave not bread. If 
the proposition oE Malthas and of M. Aohille Gniilard were tme, 
India and Ireland would have been deserted long ago, in spite of the 
rice and the potatoes which there take the place of bread ' ; for in 
India and Ireland the meant of sobsiatence, different as they are 
from onrs, are far from being always proportionate to the increase 
of population. If this law were correct, France wonld be ranch 
more popnlons than it is, and Ireland mnch less so. 

We see from Mr. Bnrgoyne'a report, pnblished in 1838, that the 
popnlation of Ireland had almost aonbled in half a century, while 
two-fifths ot the men were without work, their agriculture being 
intermittent, and their indnetries niL They eat nothing bnt an 
easily grown and not very nonrishing potato. Milk is scarce. 
Neither bread nor meat is to be had; the only luxury ia whisky. 
N^evertheless, the children marry almost before they are grown np, 
and mnltiply this misery. In the famine of 184?, after having 
ezhanated their potatoes, they killed their pigs, and were next 
reduced to living on oflal, and then on grass. 

The population of Ireland in 1840 was 8,155,000; from 1846 to 
1875 it has steadily decreased ; in 1878 it was only 5,350,950— a 
net loss of 2,804,571, or thirty-five per cent. Tet the births have 
not ceased to exceed the deaths. The Registrar General's returns,^ 
vbioh in Ireland only go back to the beginning of 1864, record : 



Tear. 


BinhB. 


Deaclie. 




1861 . 


740,276 


495,631 


46 




786.858 






1670 . 


792,787 


615.319 


63 


1876 . 


860.607 






1877 . 


887.056 


600.848 


77 



Since, then, the births in Ireland are always in excess of the 
deaths, whence oomes the deficit ? 

From emigration. Here we have a check to the increase of 
popnlation within any given area, which will exist until every square 
yard of the earth's surface has its inhabitant 

' Rfforme Economiqne, p. 41, 1876. 

' See the EconomUt for Nov. 18, 1880, The Overpeopllng of India, aooording 
to Dr. Houter, the Director- Qeneral ot Indian Statisties. 
' Fifumcial &t/0Tjn Almanaek tor lff!9, p. 121, Gt.H.)'jle 
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Malthna indeed speftke of it, bat does not regard it as Beriona. 
Ho saja, ' " Popnlatios iovariablj increasee when tbe mease of 
eabaistence increase, unless prevented by ponerfnl and obvions 
ohecke ; these checks, aud the checks 'wbich keep t^e population 
down to the level of the means of sabeistence, are moral rtstraint, 
vice, and misery." 

This law, modified by an " DDless," lacks preoision ; asd, beeides, 
this ennmeration of the checks to population is by no means ez> 
hanative. 

The soil of the TTnited States supporte to-day well-nigh as many 
millions of white men as it formerly supjmrtod thouBaods of red 
men. Schoolcraft reckons that every hunter who lives by the pro- 
duce of the chase needs seventy-eight sqnare miles for his mainten- 
auce. Old&eld assigns fifty square mites to the support of every 
Australian aborigine, and Admiral Ktzmy gives sixty-eight to the 
Fatagonian. This obstacle to the popa&tion of a oonntry would 
Beem to confirm the taw of Malthus ; but it was not the one which 
Malthns bad in his mind. 

According to him, all creatures are reproduced in geometrical 
ratio, but they are mown down by want and the &itnre of the means 
of subsistence, and thus the equilibrium is restored. This obstacle 
is in reality less repressive Chan preventive. The fecundity of 
domestic animals is greater than that of wild ones, and why P 
Because their nonrishmentf ia more regular and more abundant, and 
requires less expenditure of foroe.^ The same holds good of man in 
his savage state, Insufficieiicy of nourishment ia common ; he is 
often reduced to feed on wOd &oit, insects, larvee, worms, and even 
balls of eartli. He devours all these without freeing them of their 
innntritiouB parts. Their value as food is small, and they cost 
much, not only to find, but also to masticate and digest. They 
would seem insufficient food even to an Irishman. In hunting and 
fishing, the savage has to undergo moscalar exertion, not indeed 
long continued, bat extremely severe while it lasts. His clothing 
and shelter is scanty. The drain on bis energies is therefore con- 
siderable, and the reproductive capacity of tbe race is still more 
restricted by tbe fact that the woman undergoes even more fatigue 
and hartlship than the man. 

So much for the preventive check. There is also tbe repressive 
check. The individual, under Buch conditions, cannot live long. 
In some countries he runs the risk of being killed by wild beasts; 
and he moreover aids in his own destmotion by fighting, whether 
in single combat, in family fend, or in tribal war. 

In our own civilisation, on the other band, the means of subsist- 
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ence (bs is ehown in diagrams 20 and 21) greatly exceed the 
popalatioD ; and man is more prolific, because he has better noarisfa- 
ment with less ontlay of force. 

Whftt are the ohBtacles which impede the increase of popnlatiuu 
in geometrical ratio P 

Wherever num rettricti hU idea of what u sMenlitil to him to swk 
Ejects as he can procure vdthout effort, he aequiret a high degree of 
feaundity. 

Such were the Tahitians, who were compelled to have recoorae to 
such practices as iafanticide for limiting their population. Such 
are the Boers of South Africa; such were the French of Lower 
Canada, easy-going people, deroid of enterprise, liviug in a country 
where land and the means of subaiateace were eaaily procurable^ 
Their Anglo-Saxon neighbonrs — restless, eager, active, not ensily 
satisfied — were far less prolific. We may observe the same thing 
amongst our European popnlationa ; and here we are met by two 
considerations of different kinds, the one moral, the other phyaio- 
logioal. 

Alaltbus points to moral restraint as one of the checks to popula- 
tion. I need not concern myself with the form which it assames. 
The fact is, that there are in onr ciriliaation a great namber of 
persons who ohoose to limit, and who Ao limit, the number of their 
offspring. Bat the canaes which infiuence them do not oome within 
the domain of economics. 

The beggar has many children, because he cares little about tlieir 
fate. They can always be beggars, as their parents were before 
them. The origin of the word yrolUariai itself points to this fact. 

In the same way, very wealthy people can afford to have many 
children, because they have no anxiety about their future. And in 
countries where the custom of primogeniture exists, as in England, 
and where the father does not trouble himself about providing for 
hia sons or dowering his daaghters, large families are of constant 
occurrence. 

These facts show that the number of births depends, amongst 
othrtr things, on the eaae with which the parents can give their 
children a position equal to their own. 

At the preaent moment, France is Maltbusian in practice, though 
not in doctrine. Tbe virtue of frugality hn,s been preached to tlie 
Frenchman, and the bourgeoie has put this virtue in practice. He 
has labuured only to be able the sooner to rest. The man who is 
honoured has long been the man who " does nothing." In order to 
attain this dignity, the boargeoie lived scantily, and sought in 
economy a security for the future. Stinginess was the bourgeoie 



Bk.lT.Ch.i.] 



POPUIiiTIOK. 



131 



▼irtae. Logically enough, he stinted himself in children bb in every- 
thiDi; else. 

Little by little, the peasant proprietors and large farmers per- 
ceived and adopted the bourgeois system. They began with scraping 
together a few crowns to buy a morsel of land. Then, foreseeing 
the partition ot this land, and dreading its attendant expenses, 
which wonid bave swallowed up at a single gnlp all the frnits of 
tlieir toil, they effected a farther saving — in children, and contempt- 
nously left it to the poorest classes to harden themselves with 
lai^e families. We give the proof of this aasertion. 

Dr. Bertillon has divided iWice into three groups. ^ The first 
comprises thirty departments, in which more than one-fonrth of 
tbo peasantry — about 285 ont of every 1,000 inhabitants— are pro- 
prietors; the last comprises twenty-one departments, where less 
than one-fifth of the peasants are proprietors, or an average of 177 
per 1,000; while thirty-one departments, where the peasant-pro- 
prietors nnmber aboat 240 per 1,000, form an intermediate group. 

MOVEUBNT OF POPULATION ACCOBDINQ TO THB NqUBER OF PEASANT 
PrOPKIETOES FEB 1000 IN EACH GfiOUP (1862). 



bBTiag- 


Nnmber o( Peaaant 


Marriaess 


BtrthB. 


Death!. 


meaob 


Medium nomber 


285 
240 

J77 


253 

26-6 
26-87 


24-76 
25-7 
281 


23-23 
23-0 
23-2 


90 
31 
21 


Average . , 


340 


25-6 


26 


23-1 


62 



(See Diagram 23, p. 132.) 

Prom this form of economy on the part of the bourgeois and the 
peasant tliere results a falling off in the nnmber of births. 

Tbe increase of population is at the present time slower in 
Prance than anywhere else. For every 100 persons in England and 
France respectively in 1801, there were in 1876 or 1878, in England 
212 persons, in France only 142. 

' These figures have been taken from a remarkable work, entitled DSmograpkie 
de 2a J^anc«, and published in tbe Diclionnaire Encyclopldiqjie de» Scieiuei 
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1801 


1E,9BMOO 




1831 


ai.272,187 


8S0 


1831 


34,302,486 


G25 


1B41 


27,ae9,404 




1861 


29,971,644 


760 


1871 


Sl,a9e.400 




1878 


SS,MG,000 


1436 



Tbe birtfa-rate in France is eighty per cent, lower thtm in England 
nnd FrnBsia. Does this arise from a plethora of inbabitante F Is 
there no room on French soil for one Frenchman more P On the 
contrary, the Bpeoific population of France ia acant;, compared with 
her extent. 

Tbe necessaries of life are, after all, relative. With the peasant- 
proprietor, tbe one thinif needfnl is his property. With a vrbole 
class of the iourgeoine, it is a place nnder Government. And for 
France, taken in her entJretj, it is not a daily ration of bread, bat 
a ceriiain amount of comfort. 

Now there are two waya in which this comfort may he gained 
and preserved ; either by redoubling one's efforts, or by reducing 
one's hnrdens to a minimum. Most Frenchmen prefer the latter 
course. We blame the imprudence of the spendthrift who brings 
children into the world without having the means of maintaining 
them in it ; but the prudence which refasea to undertake tbe duties 
of paternity for fear of the burdens which they entail, is a grave 
symptom of moral inertia. The spring of life and energy must be 
broken in a man who, instead of acting, makes it his aim to aToid 
action. Looked at from this point of view, the following table must 
excite tbe deepest concern : ' — 

Ndkbek op Leoitihats Childbbn (Bobn Alivx) FEB Marbugb. 

1800-181B 8-93 

1816-1830 3-73 

1831-1836 8-48 

1336-1640 8-26 

1841-1846 831 

1846-1860 8-11 

1851-1855 3-10 

1856-1860 3-08 

1861-1865 8-08 

(See Dj'sRram 26. p. 136.) 

■ EcoaomUle Fran^ait, March IS, 1880 ; Queitioa d* la Population tu ^rauet, 
M. Paul Leroy-Beaulieu. ,i|^; 
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Let as cnst a glance at Diagram 27, which shows the popalatioD 
of varioDfi Stales ranged in three gronps accardiag to age ; viz., from 
birth to fifteen jeara, from fifteen to sixty, and from sixty onwards. 
Oat o£ every thonnand in France, there are but 275 living of the first 
groop, while there are 617 of the second, and 108 of the third. 

In England the proportion is very diSereat. The first gronp 
gives as 354 per thonsand, the second only 573, and the last only 
73. 

Bnt to nnderstand all that is implied in the above figures, we mnst 
tarn to those relating to the slaves in the United States before the 
Emancipation. The first group is 424 per thousand — a namber 
exceeding that of the oorreBponding group ia the other countries ; 
the second is 541, and the third only 35. If the birth-rate is high, the 
waste is enormoaw. They die early ; the age of sixty is seldoro 
passed. 

In France the birth-rnte is low, and the mortality between fifteen 
and thirty high ; so that while France ranks fifth as to general 
mortality, she ranks seoond as to the mortality between fifteen and 
thirty years, her death-rate being 8'63 per thonsaud, while that of 
the Scandinavian conntries is only from 5'8 to 6*7, that of Pmss'a 7, 
and that of England, with her vastand fatal indnslries, and of Spiiin, 
with her imperfect civilisation, only 82. 

SUKVITAL TO THB AoB OF TWEKTt. 
{Rifi>rttte Eeonemiqae, Fo. V., p. 67.) 

FrnHirtion per 
100 mhabitAjtM. 

Norwftj 726 

Denmark 71-3 

Sweden 69-8 

Euglnnd b4'4 

Belgiam 61-3 

France 63-9 

NeiLerlaDdB 61-6 

Prussia i>e-6 

Itttly 6a-4 

Spain 61-1 

(See Diagram 28, p. luu.) 

The iosn is enormous, for the man is already reared, and prepared 
to take his part in production, and in the increase of the race. He 
dies, and all this capital in gone ! 

This high mortahty ought to attract utu attention, for it nndonbt. 
edly springs from oar absurd system of edncatiou, from oar military 
service, and from the parsimony with which the young man's parents 
have provided for bis wants, in order to leave him a larger fortune 
nt their death. 

This period over, the death-rate is very low; life is long; and to 
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this state of thingH there attaobes a certain iuooiiTeiiieiice, since, after 
aixtj years of age, a man oannot, as a general rale, be regarded any 
longer as an instromeal of prodaction, and becomes, therefore, a 
dead weight on the active portion of the popnlatioo. 

Ai^niug trora analogy, we may apply to France the biologiiral 
principle, that in general superior organ! »itiis live longer than inferior 
oi^l^aniama. 

We will go forther, and apply another principle, — that among 
animab a species prodncea many yonng ones of which it takes no 
care at all, and a few of which it takes a great deal of care. 

The French nation has few children ; but of snch as it has, it 
takes an antonnt of care, inadequate certainly, bnt yet superior to 
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DUgiBm S3.— SarviTal to Ilia Age of Tnentj-. 

too much for its conservation, and too little for its rencwai. The 
old are too many, and the young are too few ; and the old bring in 
the government of the did, — old ideas, old things, then^ationof all 
progress. 

On the other hand, it irinv bf> paid, the English papulation in* 
creases fast enongh. What becomes of tlie surplus? They emigrate 
from Great Britain to the United States or Australia. In the 
thirty-nine years between 1837 and 1876, 8,000,000 peraona emi- 
grated — that is, on an average, 22,800 a year. Each emigrant 
would be worth about £175 to his adopted country; that is, £175 
would represent the valne, out there, of bis rearing, education, and 
skill, and of the stock of money, clothes, etc., which he would bring 
wilJi him. England has, therefore, contribaled an annual average 
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of £4,000,000 ^ to the progi-ene of America and Australia. And 
then, when a colony biw become poiTerfnl, like the United States, 
she aep»rates herself trom the mother oonntry, and closes her 
frontiers against her. lu the meantime, the moment she is strong' 
enoDgh, she raises her cnstoms tarifis, like Australia and Canada, 
BO as to eiclnde English prodnce. Enj^-land has, therefore, all the 
troobie and none of the profit. She only sacceeds in raising np a 
host of competitors. Wonld not England have been better off if all 
these millions bad been spent within her own borders P 

The qnestion is a complex one, and there is mooh to be said on 
both sides. Bat has this emigration been so altogether nnprodnctive 
to England i Is it nothing to her to have her people settled all 
over the face of the earth, speaking the English langnage, retaining 
English mannerR and traditions P No doubt, bad her population 
been less dense, the contest for existence would have been leas 
iatense; but that ie stagiiution ; it is arrested development. "Every 
child yon don't have," says M. de la Falisse, " is one man the less." 
And that man might have been a Papin, a Watt, a Stephenson ! 

Men crowd each other, bat still they help each oilier. Plant a 
grain of wheat by itself, and it is very donbttnl whether it will 
prodnce a single ear ; bat sow an entire field, and the "mnltitude of 
stalks will be a matnal protection. Solidarity is a law of natare, 
even among organisms which are perfectly nnconacious of it. 
Without it they would long ago have disappeared, even if they 
coald ever have come into being. So it is with man. 

I do not here take account of physiological hindrances resulting 
trom various diseases, and from the over-heated life of our artificial 
civilisation ; I do bnt note a fact with a view to its economic conse. 
qntncen. 

Tbe increase of population forces prepress on every people which 
has not, like the Hindoo, given itself up to passive resignation. 
Beneath this pressure tbe contest for existence becomes more eager ; 
man makes great«r efibrte ; he develops his powers and his capacity 
for utilities. If we cannot say that all densely populated nations 
are strong, we can at least say that no nation with a sparse and 
stagnant population has ever been strong. So necessary is this 
density, that we everywhere see a movement towards tbe towns, 
where tbe population is closest. 

The greatest prndenoe is needed in putting in practice tbe moral 
restrHint advocated by Malthas. The exaggerated application of 
thie principle threatens little by little to destroy the French popu- 
lation. If this sliould ext«nd to the other races which form the front 
rank of civilisation, they will mn the risk of some day being sap- 

' Tlu Eeoaomut Commercial Review of 1873, p. 6. The Beonomitt aajajorty 
milliona; bnt this ie clearly a mistake. ChHwIc 
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planted by the less oirilieed peoples. Whole nations will share the 
ihte which has already befallen the enfeebled Find degenerate 
descendaote of oar arietoorac; arid wealthy bourgeoisie. 

We see in France the fruits of a depresainf^ form of political 
economy. In the enrlj stages of civil isatioD, selection is stimnlated by 
the strength of the man, and by the beanty, or at least the energy, of ' 
the woman. In onr own, selection is determined by social position, 
by dowry, by title, regnrdless of physical diaqnal ideations, hereditary 
OP acqaired. In England, every young mnu has learnt to connt on 
hims<Af, and every girl to count on herself; they nnit« to carry on 
together the contest for existence ; there is real selection, the woman 
valuing the energy of the man, and the man the devotion of the 
•romAD. 

Nevertheless, in this prolific conntry of England, certain dis- 
tinguished men, advanced thinkers, founded in 1877 the Malthugian 
League, with Dr. Drysdale as its President. We give some par&- 
graphs from the programme of this Soi;iety, which will explain its 

4. " The preventive measares conoiat iu the limitation of children 
by abstinence from marriage, or by prndenoe after marriage. 

5. " The prolonged abstinence from marriage which Malthas 
preached is the aonrce of many diseases and sexoal vices; early 
nniona, on the contrary, tend to ensure sexaal parity, domestic coni- 
fort, social happiness, and individual health ; but it is a grave 
offence for men and women to bring into the world more children 
than i.hey can suitably lodge, feed, clothe, and educate. 

6. " Over-pop alation is the most fmitfnl sonroe of pauperism, 
ignorance, crime, and disease." 

Wo can hardly give a flat contradiction to this statement, and 
say that it is right that men and women should bring into the world 
more children than they can suitably house, feed, clothe, and 
educate; bnt what do we meau by "suitably "P The question 
admits of the most varions answers. 

The Malthusiau Leagne pats the qnestion ^ain in another form ; 
the restriction of population would have " an immense and almost 
immediate result in the diminution of the offer of labour, and the 
consequent rise of wages." This second view of the subject deserves 
carefnl examination, for it raises the qnestion—Wbat are the laws 
which regnlale the value of man 9 
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FBOFESSIONE AMD OCOUFATIONS. 



We Are every dny hearing the complaint th&t bands are wanted 
for ngricnltnre. The phrase has become qnite faacknejed. As far 
back as 1848, Ledra Bollin, in a speech on the right of iabonr, spoke 
of the depopulation of the coantrj districte, and of the neceasii^ of 
sending ttie workmen of the towne back to agricnltare. In saying 
so, he certainly betrayed some ingratitude to thoae to whom we owe 
the Bievolotiou, and pnt a somewhat strange interpretabiou on free- 
dom of Iabonr. 
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).— Proportion batween Urhan ana Bnral Popnlatlon in PrBDOe. 
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It ie not in France only, bat in Euglnnd And every wliere else, 
that the rnrnl popnlation liaa an nndonbted tendency to migi-ato 
towai'dti tbe towns, and that ^^icnlture tbns tends to merge in 
mannfactnre- 

DlSTBIBDTIOK FCB CbNT. 

{Statiitiqae de la Fra'iet, toL t., 1876, p. 21.) 



Popn)atloD. 


y™. 


IWl. 


ISH. 


18*1. 


I»fl. 


m. 1 lars. 


Urban . . . 
Eural . . . 


25-51 
U-4,9 


27 81 

72-69 


28-66 
71U 


SO-16 
69-54 


3112 
68-88 


82-W 
67-60 



(See Diagram 29, p. U2.) 

Mr. Mhx Wirtb has recorded the same factn in Buglaad.' 

Tbia movement is in accordance with the law we have s'atcd — 

the tendency of an kk''''^')'''^"''' civilisntion to develop into a 

manafflctariDg civilisation. 

Under Uke present syslem of egncultare, the use of nmchinery 

being limited, man's capacity For production is feeble, and the magea 

' In mauofactaiiDR 
each form one 
fotiaer steadily increat 
popultitioD of Baion; 
fallen to 21 per " ' 



n51 b 



jointly witli the ii 



the mauafitctDring and the agrinultucal claeaea 
9, moving, hovever, in opposite directiouB. the 
tig and the latter eteadil; diminishing. The agricultural 
1 1819 was 32 per cent, of the whole; in 1861 it had 
while the manufactnring population bad in the eame 
i6 per oent. In Great Bntn.in tliis movement goea on 
~ 'the population and of eiporteand imports; that ia 



* say, with the prodaction of wealth. (Loi« du Travuil, p. 15,) 
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12,595,803 














67,452,390 


14,391,631 


33-0 


IG'O 
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37,161,372 


86,878,261 


16,639,318 


30-0 




9'^n 






51,631,623 


116,012,585 


18,720,394 


28-8 










71,488,722 


184,933,710 


20,U5:U77 


■26-2 








217,485,021 


169,632,498 


377,117,522 


23,1^8,518 


21-5 


58-1 


20-4 



(SeeDmeramBO, p. 144.) 
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of the agrionltnri&t will, therefore, neceBSArily be lower than thoee 
of the artigan. Uan now knows that he is not bound to the soil 
like a plant. The railnay runs near him, and he knowB that he 
can go where he finds himself the most valoed. This increasing 
di«>oaitioD to migrate is shown hy the folio ning figares : — 

In 1861, the number of Frenchmen who remained in or had 
letanied to their own department was 88'24 per cent, of the inhabi- 
tants ; in 1S66 it was only 87-4A. Immediately after the war it 
fell to 84-97, and it is now only 83'74i. This steady reduction in the 
stationary popnlation shows how the displacement of popnlations 
grows year by year. (See Diagram 31, p. 144.) 

Ifevertheless, the agricnUaml popotation of France remains con- 
siderable, u Uie following tables show : — 

1st. Pioprieton and p«uaiitslftRn- 

ing their own laud 10,630,886 66-00 

Snd. Farmen, haBbaDdmen, and 

mitayen 6,708,132 30-09 

Srd. VarioiM agrionltaial oocnpa- 

tioDS (vine-groireii, wood-ontlers, 
, gaideners, market^gardenert, io.) 2,639,687 13-91 



18,968,606 100-00 



(HaDofaatiUM 8,183,807 3S-T9 

'llnutes 6,140,670 66-21 

9,274.SS7 10000 

CommenM and tranaport 8,837,229 lOOlM 

f*^—- '-- merisandPolioe . . . . 180,769 8-S4 
1 229.667 16-00 
Servios 567,641 37-06 
ion 322,641 14-64 
148,906 972 
« 141,830 9'26 
and Art 90,032 S-88 

1,531,405 lOOOO 



Proprietors and fand-holdoB 



(See Diagram 32, p. 146.) 



2,161,688 100-00 
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Oconpation. inhaMUuiCi. I'*"'*°'"S« 

Agriooltiira ie,968,60& eSM 

Inatiatriea 9,274,637 26-93 

Commerce and transport 3,837,223 10-78 

Liberal protewiong 1,631,405 4-28 

Peraone liTing ezolauvel? on their ineomea (pro- 
prietors, fimd-holderB, and pendoDers) . . . 3,151,883 6'03 



UnolaBBed population (beggars, vagabonds, and 
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It is not eraiy one in k csonatry wlto Uboon ttt aD. Some Ux>nr 
and produce for otfaeis ; oUten enjoj the fmite of ttiaoe labonro. 

BeEoie ginng tlw proportionfl of the mctiwa and inactire dsBsea in 
Traooe, I miut makLe the raserratios that k certaia namber of 
penms claBeed as active might more properij be claaaed aa borden- 
aome. Bala an actire, bnt thmr activi^ is destnictiTe. So H is 
with the actiritj of owtain social pansitea. 

Dr. Bertillon giTes Uwse Dtunbera aa follows : — 

It is oompnted Uiat m 18fi6, oat of bvbtj tm thoauud of the 
entire popnlation, tlie namber of persons engaged in tJie so-called 
liberal pKrfessiona (inohiding the familiea and dependanb) was : — 

Peraona living bj protataaos connected with those acieatifio, 
literaiT, and artistic works which an the ^orj' ot oar oonntry, 16 
to 17; 

Persons Uring by profeaaioDB concerned wiUi the health of men 
and domestic »ninnJa^ 36 to 37 ; 

Persona liring by professiona connected wiUi the nuintenanoe of 
justice and equity bc^een man and naan, 46 to 47 ; 

Persons living by jvofessiona connected with the education of oof 
children, with the transmission of the inheritanoe of knowledge left 
us by our anoeatoiu, 53 ; 

> ersons living by professions connected with the sKercise of the 
various forms of wonbip, 62 ; 

Persons living by the carrying on of pnUic business, 108; 

lastly, persons living by Uie protecticm of the public peaoa at 
borne and abroad, and of public and private wealth, 171. 

I may mention in addition at the same period : — 

Persons living by the hire of pro p er ty in the countij, 190; 

Persons living by the hire of property in towns, 61 to 62 ; 

Persons living by the loan of money to tiie State or to others, 196 ; 

Persona living on Oovenunent pensiouB or on oUier means pnblio 
or private, 39.1 

Uany of these profeesioua appear at first sight useful and pro- 
ductive, while a closer scrutiny woold show that there are magis- 
trates, charged with Uie production of public safety, who have never 
produced anything but the public danger which resuJb from con< 
tempt for the law, induced by the baseness of the judge. 

BertiUon, Dietiotmaire Enej/itapedique 4a SeUaea Mtdieala, Art. Fbumm. 
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CHAPTER III. 

THB VALUE OF UAIT. 



MiH, as we have said, appropriatee utilities m&mr hj his own efforts 
or bj exchange. 

The personal effort of man is called labour. It is the employment 
o! hia mental or bodily forces in the transformation of the forces of 
natare into atilitieB. 

Uan can act directly ; bnt if he is alone he acts feebly. Left to 
bis own resonroes, we have seen that Robinson Cmsoe attained with 
dif&cnlty to the lowest possible standard of comfort ; and yet 
Robinson Crusoe had at hia disposal the means and methods of a 
highly developed civilisation. 

Heuoe resnlts a perpetual exchange of the ntihties possessed by 
each individnal. 

Now each individoal posseBses a certain nnmber of ntilities; and 
the greater their ntunber, the greater his power of acquiring others 
by parchase. 

Man can be the owner of two kinds of ntilities ; the one, which is 
commonly called capital, external to himself, — an inert mass of soil, 
machines, coat, stock-in •trade^things by themselves nseless ; the 
otber, consisting of things incorporated in himself, his intellectual 
faculties, the knowledge he has acquired, his natural aptitndee and 
personal attributes. 

He can exchange these utilities for others. We speak of the 
relations of capital and labour, and we make of them two hostile 
entities. In reality, there can be no relations except betneen utilities 
of different kinds. 

I am a workman, I have learned a trade, I can make locks. I 
am possessor of the utility known as a look. Whoever wishes to 
have locks will have to &pply to me. Bnt who wiU he be P The 
possessor of some other utilities, personal or impersonal. He will 
exchange some of his ntilities for mine. Suppose he is a professor ; 
he will exchange his utility, knowledge, for my utili^, locks. But 
perhaps I do not want his utility, knowledge P Others, however, do 
want it ; and thus his utility, knowledge, realised under the form of 
fees, will give him the power to purchase my utility, looks. 

Bat this professor does not, perhaps, consnme immediately all the 
ntilities which he has received iu exchange for those he has given. 
He lets them He nnprodnctive in his chest, or else he transforms 
them into land, mines, railways, or some otber form of fixed capital. 
I, the lookaraith, consume at tmoe the utilities I receive in exchange 
for those I have given. Consequently I have at my disposal only 
my personal utilities, while the professor has added to his personal 
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Dtilities a Dumber of impersonal ntilities. Hia parcbaaing power ia 
therefore greater than before; and (he difference between his par- 
chasing power and mine is also greater than before. Bat if it has 
been gain to him, has it been loss to me P B; no means ; for if his 
purchasing power has become greater, he can purchase more loots ; 
inj locks will therefore go np in valae, and the power of my ntilities 
nill be increased. 

When people oppose the terms capital and labour, they mistse 
the words. It is simply an exchange of personal and imperaonnl 
utilities. 

Man is a fixed capital, capable of prodacing ntilities, jnst like a 
field, a machine, or any other implement. His snperiori^ as an 
implement lies in his being able to improve himself ; and the mora 
he is improved the more capable be is of producing ntilities, and 
consequently the greater bis valne. The more a steam-engine can 
do, and the less ciroolating capital it consumes in doing it, the better 
engine it is.' The same mie applies to man. He too couanmea 
fael in the form of bread, meat, and wine. If he prodnoea half as 
mnch again with the same amount of fnel, hia power of utility will 
be doubled and his valne proportionately increased. 

Now, in what way is his power of prodnction capaUe of angmen- 
tationF It ia angmented by knowledge, which has ahawn him easier 
and qnicker methods of subjecting matter to changea of oonditioD 
and of place ; and by the nse of the steam-engine, which subefcltntea 
its own force for that of his mnseles. His capacity for utility 
increasea ill proportion to the power of the tool he naea. Now what 
does hia power of utility represent i' It represents his valne. 

We may say then, — 

The valtte of man is in proportion to the power o/ Am im.plemenU. 

For want of observing this fact, many people have authoritatively 
declared that maohinery must destroy labour and lower wages. 
Such was Sismondi's prophecy, and it has been often repeated since, 
although the increase in the demand for labour and the amount of 
wages has repeatedly demonstrated its falsity. In 1760 Arkwright 
took out his first patent for the apinning jenny. At that time there 
were in England 5,200 spinners naiog the spinning wheel, and 2,700 
weavers, in all 7,900 persons engaged in the production of woven 
materials.^ Combinations were formed against his machine, and 
againat that of Hat^p^vea, and he was obliged to take out several 
patents in snooessioo. The steam-engine of Watt, which was to 
bring Arkwright's loom into general use, was not invented til! 1774, 
and It waa not till 1775 or 1777 that steam cotton mills began to 
spread through the United Kingdom. 

In 1787, a Parliamentary inquiry showed that the nnmber of 
1 Bm Book U. 
■ Michel Chevalier, Ooan feEconomit Potitiqat, toL L p. 36^, , | . . 
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work-people had rooanted up to 320,000, an increase of 4,400 per 
cent. Since then machines have been improved and the same 
amount of work has needed fewer hands to do it ; yet the nomber 
of workmen liaa gone on steadily increasing, 

Mr. Bainea, in his Statistical Bocumentg, states that in 1833 there 
were in the United Kingdom 237,000 work-people employed in 
spinning and weaving cotton by machinery, and 250,000 hand 
weavers, in all, 487,000 persons employed exclusively in the spinning 
and weaving of cotton staffs. By reckoning the workmen employed 
in subsidiary indnstries, such as calico-printing, be makes it ap to 
800,000 workmen. 

If we add to these the tbonsands of persona employed in the 
trades to which the existence of these work-people gives rise, we 
come to the conclusion that the machinei^, which, when first intro- 
duced, was to have been the min of 7,900 spinners, was in 1833 
providing two million persons with the means of sabsifitence. 
Since that time like causes have produced like results. The number 
of persons now living by the cotton industry cannot be less than 
2,500,000. 

J. B. Say explained the oanses of this phenomeDon. Suppose 
300,000 francs are employed in a manufacture, one-third in raw 
material, and two-tbinls in wages. The maaa&oturer finds a 
machine which saves one-third. Will he let the 100,000 fraooa thus 
saved lie idle? No. He will lower the price of his produce in 
proportion, which will proportionately increase the consumption, 
and the increased consumption will require the extension of his 
works, or, if he does not put the money into his business, he will 
put it in a bonk, or lay it oat in inveetmeiils, and the capital thus 
set free for use will stimulate to fresh enterprises, which in their 
turn will demand increased human effort. The more nhnndant cir> 
culating capital becomes, the more eager are its possexsors to find 
it employment and to convert it into fxed capital.^ They cannot 
do so without the aid of human effort. Whether they found a fac- 
tory, or build a house, or invest in a railway, stiil they are de- 
manding bnman effort. And the greater the demand the higher 
the price. 

Furthermore, the value of the oircalating capital produced by 
niHU diminishes in proportinn to its abundance. 

The value of man, a$ of aU fixed ct^tal, it in direet ratio to, the 
■ubundaitee of arculatittg eopttal. 

This law'is demonstrated by the following Ggarea, which show 
the increase of wages in France during the mnebeonth century : — 

* SesBookn. 
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AvECtAQB DaILT WaQBB or BuiLDEBa' WoBEHBN EHPLOtCiD ( 

Chakitablb Institdtions. 
(Alter M. da Fovill«, Eeonoiniile Fran^ii, Sth Feb., 1ST6.) 





ia2i-3S. 


!«**. 


lBM-fi3. 


1854. 


l^. 






^ 


(, 


,^ 


f^ 


llMons 




2-07 


ai6 


2-2G 


2-34 


Cupentas .... 




221 


2-32 


2-44 


2-52 
















2-26 


2-83 


2-42 


255 


3-64 



AvERAOE Daily Wages ik tub Buildino Tradk in the Chief 

Dbfabtmbntil Towns, Pabis hot Ihclubsd. 

(After M. FoTille, ui> rop.) 





1853. 


1857. 




isn. 


MTiMaions .... 
Wl 51 CBrpenteis . . . 
47f"JohierB .... 
39 ^ LookemiUia . . . 


3-67 
2-20 

2-02 
2-16 


253 
2-81 
244 


306 
3-34 
a-86 
802 


3-07 
3-43 
2-98 
801 



AvKRAOK Daily Waoes c 





1805. 


IBIO. 


185S, 


,«. 


,». 


lnc««,. 




fr 


f^ 


(^ 


(^ 


fr 












4- 






Uiaoe. DiMona 






3-86 


3-50 


E- 


6-50 


S-60 


69 


Bricklajera . 












6- 


6-25 


93 














5-25 


650 


69 














4-26 


6- 


100 












2-BO 


3-36 


3-50 


105 


CarpenleiT. . 








3-25 


6- 


6- 


6- 


100 




















Smiths . . . 






6- 


5- 


5- 


6-ED 


7-0 


40 








3'76 


4' 


4-25 


4-60 


5-25 


40 


Glaziers . . 






3- tl 




8-7B 


5- 


5 25 


75 


Plumbws . . 






4'26 




4- fi 


6-60 


6- 


41 


Slaters . . . 






E- 




6- 


6- 


S< 


ao 


Pninters . . 










4- 


6- 




41 


LockBiiiitba . 






... 




4- 


6- 


6-0 





We tii^e the Beventeen departmente i 
de Foville, the wagea for field-work bad i] 

' L'EeommUte Franfai; JaDnaij 8, 1678. CH)^wle 



thk value of has. 
Atkb&ob Dailt Waoeb. 





UM-a. 


UH. leea. 


,ter»s. 


0«««-dn-Noid . 






0% 
0'B6 
0-83 
1-03 
0-97 
1-OS 
1-lG 
1-14 

1-oe 

1-13 
1-20 
I'lO 
1-26 
1-14 
1-10 
1-31 
1-08 


0^ 114 
0-91 114 
0-9i 118 
1'08 1-21 ■ 
1-OS 129 
I'le 1-35 
132 1-37 
1-26 1-37 
1'26 I '40 
126 1-43 
1-87 1-44 
117 1-44 
166 1-48 
1-20 1-60 
1-12 1-60 
1-88 1-63 
1-80 l'S3 


A 








Dto^TOaina . 




17-6 
33-0 








Haote-Vieane . 
TMn-et-Garoime 




203 

32-1 








Baaom-Pyr^nies . 




80-9 








Haaee8-Pyi£ne«e 




30-4 


PoB-de-Oftlkis . . 




41-7 



The following are the twent; departments where the -wagaB of 
field-labour were bigbest in the same year. 

Atbriob Dailt Wages. 





.«„, 


leu. 


isu. 


lattsatoiaii. 


Seine 

Saine-et-Oue . . . . 
Sdne-et-Uome . . . 

BbOiiB 

Eon' .' ." '.'.'.'. 

Var 

Adbe 

Mains 

Tonne 

Hante-Mame .... 

Vauoiaw 

DonbB 

Oironds 

Ardeniiea 

Oise 

iHlt-et-Oaronne . . . 
Htoudt 


3-0 
1-80 
1-90 
197 
1-92 
1-75 
1-69 
1-66 
1-67 
1-73 
1-66 
1-66 
1-72 
S'04 
1-68 
1-63 
1-76 
1-64 
1-47 
1-62 


2-38 

817 
2-38 
216 
2-20 
1-93 
1-87 
1-93 
1'83 
1-90 
1-74 
1'92 
1'91 

a-30 

1-86 
1-76 
1-84 
1-77 
1-78 
1-76 


s-io 

2-60 

a-66 

2-60 
260 

a-50 
a-37 
a-36 

3-33 
2-80 
2-26 
2'33 
2'22 
2'20 
217 
219 
216 
216 
213 
3-12 


47-7 
317 
26-9 
30-2 
42-8 
40-2 
42-4 
39-5 
88-7 
87-0 
88-7 
20O 
7-64 
33-1 
42-1 
28-4 
89-6 
44-9 
39'6 
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Atebaqb Daily Waobs op Womia in Paris. 



T»a.. 


IniB*.' 


InlSSS.' 


iiii8eo.« 


mien. 


InomH. 


Shirt handB .... 
Stftjmakera .... 
DteBsmakera .... 
Embroidersrs ■ . . , 
LacemokeiH .... 

CloseiB 

Artitcl. Flower makers 


0-90 ■ 
10 
1-35 
1-60 
1-50 
1-50 
1-60 
2- 
1-76 


1-60 
ISO 
1-76 
3- 
3-80 
3-60 
3-50 
2-50 
3 60 


1-76 
30 
3- 
20 
2-50 
3- 
S-2G 
3-60 
2-76 


2-0 
2- 
20 
80 
8-0 
8- 
8> 
8-0 
4- 


100 
60 
100 
100 
100 
100 
50 
128 


ATetige. . . . 


1-43 


2-13 


3-20 


2-78 


U 



i IBS Chisv Towhb of 



Traae*. 


Inlets. 


In 1871. 


PMOmt. 




^ 


^ 






1-12 


1-S7 




Shirt hands 


0-90 


1-38 


53 


Embtoidereie 


0-98 


1-38 


41 


Staymaken 


087 


l-« 


51 




1-08 




38 




1-05 


1-50 


4S 


Oloeeis 


1- 




53 








22 


Waistcoat makers .... 






6G 




1-08 


1-66 


54 


Artificial Flowei msken . . 


1-38 


1-78 


SI 



In tlie following tables we give the daolj wages of workmen, 
boarders and non-boarders, in the chief depfwtmeatal towns, Paris 
excepted, according to the Btatistique AmuidU d» la Franee, vole.vi 
and vii.* 

> Figoiet quoted bj U. Lonis Blano in hii Oiyanitation dm Travail. Tb^ 
may be a litUe vithia the trnth. 

' BtatistioB publiahed by the miniBtr/ of Agrionltme and Oonunsioe. 

■ StatiatioH ol Parisuti indnstriOB in 1880, aoWding to the inqniij made by 
the Chamber of Commeroe. 

* L'EcotumiiU Fraiifait. Maioh 16, 1876, Variatiom det Prix en Franet, 
ie Foville. 

* Acoording to M. de Foiiilo {Economute Framait, Jannaij B, 1876). 

' Fobtuhed by the MiniBtry of AgriooltniB and CommenM. / ~ i 
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DlILT WlOKS OF BOABDED WoSKUIN. 



T«r. 


°'^r 




»-.^. 


luenug. 




fr 


(r. 


fr. 


















1871. . . . 


1-M 




110 


46 


0-44 




1-49 


1-93 


1-18 


G6 


0-E3 


1877. . . . 


1-61 


1-93 


1-ai 


67 


0-E6 



Dailt Waobb of Non-Boasdsd Workmen. 



Xear. 


-ar 


U.-ri,..,.... 


,^^. 


I»c«>«.. 




(r. 


f^ 


^ 


















1871. .. . 


9-66 


3-36 


3-19 


40 


0-76 


1876. . . . 


3-86 


3-64 


3-34 


Gl 


0-97 


1877 .... 


S'87 


8-64 


a-37 


G2 


0-98 



Taken altogether, tbe average rate of wages has increased 53 per 
cent, in twenty-Uiree years, or 23 per cent, per annnm. 



UenAL Saubt of Womik (not Boabdid) m tbb Chief Dbpabt- 

HEMTAL Towns, PaKIS EXCEPTED. 







IncrwM. 




T»di>. 










Ab»liiM. 


ParOent. 




IWt. 


IWl. 


im. 


1877 


im 






^^ 






























ISifi 


l-Wl 


l-KIi 


l-(ifi 


(i-«fi 


0-40 


0-441 


20 


32 


3H 


Embroiderers . . 


(»S)H 


1-45 


l-fil 


1(M 


0-47 


O-iiS 


0-66 


4« 


64 


67 




0'lt7 


!■*« 


]-fifi 


1-fiB 


0-4b 


0-fifl 


0-fi6 


46 


60 


(M 




1'(IH 


V4« 


l-5« 


l-fi7 


(I-34 


0-4« 


0-49 


.HH 


44 


45 




MW 


1-41i 




l-fi7 


(!■*) 


0-4H 


0-M 


.SH 


46 


no 




HH) 


1-71 


1-76 


1-78 


(l-fiS 


OfiH 


O'TO 


fiK 


fW 


61! 


Aitificial Flower) 


133 


1-70 


1-8G 


1-98 


0-37 


053 


0-65 


11 


40 


49 


Waistcoat makerB 


n-9S 


1-31 


1- 


1-61 


0-fi6 


0-67 


066 


Sfl 


70 




Shirt hands . . 








1-41 


11 :m 


ll-b-i 


OSI 


HU 


fiH 




HiUinera . . . 








1-4.1 


IH«H 


OM 


0-33 


HS 


4« 




Closers .... 










IH6 


063 




46 


63 


65 


Total average . 


1-07 


1-48 


1-63 


1-62 


0-41 


0-6S 


0-E6 


38 


61 


51 
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The Grst thing that strikes one in this table, is that the average 
wages of women hardl; exceed half those of men ; nevertheless, they 
have participated in almost eqaal proportion in the general rise 
which has taken place between 1853 and 187?. 

Parisian iNDnsTRisa— TJsnAL Wages ot Woheh. 



TndM. 




m»^ 


I,,c«»«. 
















AhsolDte. 




jent. 




IMS. 


isn 


1B77. 




19TT 


IWl 


1877 « 


















LmindreBaeB 


2 50 


3- 


3- 


0-60 


0-60 




20 




2- 


3- 


3' 


1- 


1- 


50 


50 


StaymnkeFB 


1-eo 


2- 


2' 


0-60 


0-60 


33 






1-76 


2- 


a- 


0-25 


0-26 


U 


14 


TroDBsr mftkere (women) 


2-60 


4- 


i- 


1-50 


1'60 


60 


60 




2'30 


3- 


3- 


0-70 


0'70 


30 


30 


AirtiScial Flower makera 


2-50 




3' 


0-30 


60 


20 


20 




1-50 


2- 


2' 




OSO 


33 


33 


Cloaera (women) . . . 


2-SO 


3- 


3- 


050 


0-60 


20 


20 


Total average . . . 


312 


2-7S 


3'78 


0-66 


0-6S 


31 


31 



We see that in Paris women's wages are donble what they are in 
the coontry ; but their tendency to rise seems feebler. 

The highest wages, both in Paris and in the departments, are 
those of jewellers and ornamental scnlptors. And why P Becansa 
these are trades which require natural gifts and a long apprentice- 
ship ; consequently the man who is master of one of them has a 
greater power of ntility, and therefore a.greater value, than an nn- 
ekilled workman. Accordingly the wages of these trades have gone 
Tip 75 per cent, in Paris, while the unskilled workmaa'a have risen 
only 53 per cent. If there are some trades in which wages have 
increased more rapidly than in that of jewellery^ it is because there 
is a growing tendency among the working clHBS<es to select those 
trades which have a refined and artistic side. The sapply of labour 
in these trades aocordingly beoomes greater, and tliey are more 
eawly recruited. 

The average increase of wf^es has been greater in the country 
than in Paris, though Paris wages are still in advance of country 
wages by ooe-tbird or even half. It will be easily understood how 
finch an advantage attracts all the more able workmen to Paris, and 
how this very snpply of laboar has checked the continued rise in 
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wages. Od the other hand, tiiis influx has reacted on the principal 
coantry towns. In order to retain sidlfnl workmes, it' has been 
foond neceBBarf to raise their wages. 

This rise of wages has taken plaoe in England u well as in 
France. Yon may have seen in London gronps of beggars of both 
seses, clotbed in rags throngh whioh the bare shiveriDg skia peeps 
here and there, with their boots full of holes, and with a look of 
hopeless resignatioii on their wan dejeoted faces; and yon have 
perhaps thonght that here was the last degree of misery shorL of 
death itself. Tet they are podtlTely well off, compared with their 
forefathers. 

Sistf years ago, tiie nnmber of paupers in London was 106,000.^ 























5^..:^ 


^^ 




JJiJ^^ 




^^^^^^ 







IHigmn SI.— InorsBBS par rant, ol wigaa. 

In 1875 it was less, although the population had tripled. Bnt the 
cost of maintaining 100,000 panpers in London is now fire times 
what it was in 1815. Whence comes this difference P Almost all 
commodities, including bread, sngar, and tea, are cheaper now than 
tbey were then. Panpers do not fix their manner of lil'e for them, 
selves, it is fixed for them by others, and it mast be inferior to that 
of the worst-ptud workmen. 

The difference arises from the faot that the idea of what is indis> 
pensably necessary, even for panpers, has risen of late years. We 
know too that in England, when wages hare gone np considerably, 
they fall again on any depression of trade. There is then, no donbt, 
a certain amoontof anHering; bnt it is nothing to be compared with 
1 DanBon, "Ltctnxa, p. 43. 
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what formerly existed. There was a very severe crisiB in Eagland 
in 1878 ; bat, according to the Board of Trade reports, there was no 
decrease in the expenditnre of the wage-earning clasBeaA The 
importation of food has not fallen off*, and its increaeed cheapness 
has made up for the fsii in 
wages. The importation of 
animal food has increased, 
especiallj that of bacon, 
which is largely consumed 
by the labonring clasi^eB ; 
while the slight falling off 
in imported vegeiabtes is 
balanced by the increase of 
the home snpply. The crisis 
was felt more severely by 
the classes just above tlje 
working classes ; the oon- 
samption of wine decreased, 
while that of spirits was 
scarcely affected at all. 

This spending power of 
the working classes, which 
was much better maintained 
in 1878 than in preceding 
oriseB, checked the tall of 
maDofactnres. 

According to Professor 
Leone Levi, the average 
wage (obtained by divid- 
ing the snm total of the 
earnings bv the nnmber 
of the workers), is an fol- 
lows: — 





/ 


*/ 




// 




7 ^^ 


/ 
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//■■''"' 







Ui 




Wo 


»>.. 


Tear. 


Below SO, per 


"*S.^'' 


BBH™rEO.per 


20 aod np- 


lfiG6 

1B78 


7..6.I. 
S 


19.. 6d. 
21 9 


fc.Od. 
9 


Hi. M. 
13 8 


Increase, per 100 . . . . 


6* 


6J 


12 


21 



> rA< EcnunRiie, 2eth March, 1876, p. 35& 
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In the same way, we observe a rtse of wages in AJeace. Wo 
take the fignree from a work by M., Charles Orad,^ who quotes 
from an inquiry made by the Soci^t^ Indnstrlelle of Malhonse 

Waqbs in thb SpniHiNQ Trade at Mdi.hoose, from 1835 to 1880. 





18M. 


.8«. 


185*. 


im. 


,m,. 


P«.™t. 




^ 


^ 


^ 


^ 


(j. 






2 91 


8 60 


i 37 


i 58 


6 26 


116 






2 30 


3 17 


3 88 


3 iW 




Oilers and Oreasera . 


1 60 


I 80 


1 58 


2 50 


3 10 


107 


Strap-makBTB, . . . 


1 50 


1 88 


2 43 


2 50 


4 


160 


Scutch-hands (vomen) 


96 


1 04 


1 06 


1 33 


1 70 


77 




1 33 




2 83 


2 22 


2 70 


103 


Card-oleaners. . . . 






1 79 


1 116 


2 35 


? 


Women CarderB . . . 


87 


1 


1 01 


1 31 


1 60 


81 




1 50 


1 BO 




1 78 


2 40 


60 


Mnle Spinners . . . 


1 76 


2 60 


3 76 


4 12 




143 


Self^ling Mule Spin- 




















3 50 








PieoeiB 


65 


76 


1 25 


1 42 


2 30 


266 


Doflers (children) . . 






92 


1 08 


1 CO 


? 



In a silk-ribbon factory at Gnebwiller, the increase dm 
interval ISIS-SO was from 15 to 77 per cent.,^ thns : — 



Weavera (men) 

„ (children apprentices) 

Warpers (women) 

Flntera (women) 

FiniBherB.off (women) .... 

Wmdem (women) 

Folders 

Ovetlookers 




„ I 60 
„ 2 35 
„ 3 05 



In the same interval, wages have gone np 44 per cent, in tTie 
tanneries of Strasbnrg ; they have riBen 25 per cent, in fifty years 



' EconojaiiU Fran fail, ISth (XA, 1880, p. 471; Lei SalairtidamVIndtulri* 
anufacturih-e, by Charles Grad. 
^ Id. nbi Enp. 
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ia the glass worka of Wildensteiu, and 36 per cent, since 1854 in 
the two great machine shops of Malhonse and Grafenstaden. 
Among metal-workers, the price of a daj's Labour varied as 
follows between 1854 and 1878 :— 





IBGl 


1S8*. 


1878. 


PieuA 








^ 






1 23 


4 eo 


6 IB 


30 




a 67 


Aoe 






Tarneis anil DriUera .... 


S 2Q 


4 38 


460 


40 




3 SO 


a 61 


4 30 


SO 


ModeUere and Joiners . . . . 


3 44 


a se 


4 10 


66 


Braaiera 


9 50 


8 44 


4 40 


76 












Qeneral average , . . , 


3 SO 


803 


SBO 


36 



(8e« Diagram 8ft, p. 168.) 



Of. 0-60 


l-BO 2 2-SO a 3'SO 4 4-6 






WE 


Avtnsi 




























WA 




(W.M 


L) 




' 
















Flu 












1- 


Brmoff 








--■ 


•-f.-; 


t*'.". 


"' 


f 


»lOCir 


—i 


' 























Rate In 1840. 

Diagnun 38.— Wages of Workpeople M a I 



n Factoi7 at Qnebwiller Id IW 



U. Charles Qrad draws attention to the fact that in the textile, 
as in the metallurgio indostriee, it is the lower class of workmen 
whose wages have risen the most in the last half-oentniy. The 
explanation is this, that the level of capacity of the working classes 
in higher than it was, and oonseqaently, men have been more easily 
recraited for the more diffioult and better paid work. This is one 
of the canses which have checked a further increase in the wagea of 
this class of men. In the less difficult crafts, the demand for labanr 
is stoadilj gniwing, and this laboor is applied to better and better 
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advant^e, owing to tbe better implements emplojed. So that 
first the labourer's wages ars raised, aad secondly, he is pat in a 
position to maintain this rise 

The remarkable rise in the wa^s of vrumen wh ich w« have 
observed in England is dne to similar canses. Men liave aban- 
doned the trades in which they competed with wo men, becanae 
better channels have opened out for their aciivities. The demand 
for women's labonr has become more and more considerable. The 
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firet Inznrj of a household which has obtained a competency is a 
servant. The increase in the demand for women's work is one of 
the most charaeteriatjc signs of the progress of pablic wealth. 

On comparing the wages paid in the diSeimit cotton-spinning 
districts, we find the following variations : — Ch)i.wIc 





M^.. 


TOSBB.. 


Bormsndj. 




Mai. 
boiiee. 




ft. Ir. 


tr. fr 


fr. fr. 


fr. 


fr 


floTitohhanaa(men) . 


2 0to3 


2 to 3 25 


2 to 2 25 


380 


170 


(women) 
Muhine hands. . . 


1 51) „ 1 75 


1 75 „ a 


1 80 „ 2 






a 80 „ 3 75 


3 36 „ 3 7S 


3 60 „ 4 






CanUleanerB . . . 


2 „ 2 50 


a 25 „ 3 SO 


1 SO „ 2 76 


460 


a'sB 


(BirlB) . 


1 20 „ 1 75 


1 40 „ 1 60 


1 60 „ 2 


230 


160 


Combera (girls) . . 


I 40 „ 2 










Dnwing-fcames (girls) 


1 80 „ 3 


176 ,,8 26 


2 20 „ 3 60 


s"o 




Throetlera (girls) . . 


1 20 „ 2 25 


1 80 „ a 60 


2 „ 4 


3 23 


a'io 




1 „ 1 60 


90 „ 1 25 


1 .. 1 75 




160 


Piecera (men) . . . 


1 60 „ a 25 


1 25 „ a 25 


1 50 „ 2 60 


3 81 


2 30 


Spinners (men) . . 


3 50 „ 4 60 


3 75 „ 4 20 


4 ., 6 


690 


4 25 



W&ges Eire Lighest in the two towns wliere trade U the moat 
prosperouB, Manchester and Malhonse. 

Mr. Braaaey Baj8 that his father, with bis nnrivalled experience, 
observed that the price of labour, or, more preoiselj, the quotient 
obtained by dividing the day's work by the day's wage, was much 
about the same everywhere. M. Siemens has adopted tbie Uieorv, 
and Mr. Brassey, jnn., likewise supports it, though in his book on 
Foreign Work and Englith Wages, he does not thoroughly establish 
it. At first sight it appears paradoxical, and I have not tested its 
noceracy snfficieutly to be able to pronounce decisively upon it. 
The re&alts above given certainly go to confirm it. I will take but 
one example. In Manchester the wages of the cotton operatives 
are higher than anywhere else ; bat Manohettter is near Liverpool, 
the greatest emporium for cotton in the world ; it is the market 
which regulates the prices of cotton throogbout Europe, and ac- 
oordiogly it is there that cotton is cheapest. TarifilM between 
Liverpool and Manchester are not high; transport isqnick; coal 
ia cheap; the best machinery is used; and lastly, the English 
i>perative's capacity for production is greater than anybody eWs. 
Although his wf^es are higher than those of any of his competitors, 
they do not necessarily tax prodnetion any mors heavily than the 
much lower ones of his Norman rival. 

The value of wages is not exactly measured by their amount in 
money. An eqnal sum will procui'e more food, better lodgings, and 
more comforts in one place than it will in another. To this must 
be added sundry institntions which are now appended to the 
m^ority of indnstrial establish men ts — workmens' dwellings, sav- 
ings banks, retiring pensions, co-operative societies, and last, bat 
not least, schools ! ^^^ j,^. |^ Qt)i^)g|f 



By oomparing the rates of wngee in the three folloifing oonntriea, 
we Bball find the laws ne have laid donn again confirmed : — 



Wbbblt Wages. 



Tr.d«. 


Wage.. 


Price of Bread, 


PH^CMeat. 




F™n<* 






BricWaye™ 














0-40to0B0 


CaipentersMidJomMS . . 






Veal. 
040 to 1-20 




50 „ 76 










Mutton. 




60 „70 




0-46 to 0-80 




40 „60 








60 „76 




Pork. 




30 „« 




0-80 to 1-0 


Butchere 


40 „60 








50 .,90 






Shoe-malterB 

BhckUjeie 


60 „M 






40-60 


0-20 to 0-26. 


Beef. 








0-50 to 070 


Carpentere and Joiners . . 

Painters 

PlBBterora 


41'26 
S6 26 
40' 50 




MntCon. 
0-60 to 0-60 




38-75 




Pork. 




4060 




0-60 to 60 




3850 








34' 






Bakers 


32-25 ' 






Butchere 


36-15 






Tailors ■- 


26 to 36-50 






Sboe-makMB 


86-76 






Bklqidm. 








BrieklsjerB 


30- 






MsBOnB 






0-80tol'O 




27- 




Veal 
0-eo to I-O 


PainteiB 


2110 
27- 




PlumberB 


30- 




Mutton, 


Smiths 


V2- 




0-80 to 10 


Cabinet-makers 


24- 




Poik. 
0'80to]'0 


Strap and hamesB-makere . 
Bakm 


24- 

ai- 




Butohers 








Tailors 










... 







The following table efaowB that the flactaattons id the w^cs of 
ron-workers have formed hot a very email item in the wide fine- 



tnations nhioli the price of iroa has 
eleven jears: — 
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WBgesofPoddlOT. 




£>. d. 

6 11 3 
11 e 4 
10 18 11 

7 10 4 
6 17 1 
6 7 4 
6 IS 7 


J. d. 










1876 

1877 

1S73 


8 3 
e 3 
7 6 







(See Diagram 41, p. 173.) 

In tlie same waj. Diagram 42, — ehowirig the elements which, 
at varioDB times, have gone to make up the cost price of e. ton of 
iron, — proTCB that variations in the rate of wages have, np to the 
present tim.e, had bnt little influence on the price of commodities. 

Wages are higher in England than in Belginm, and higljer in the 
United States than in either ; and why? Becaase in the TTnited 
States the supply of labour is less, while their machinery is 
extremely perfect, their available fixed capital abnndant, and, 
thanks to their system of credit, circulating capital circulates with 
a rapidity of which we are here only beginning to form an idea. 

There is a subjective political economy easier to understand than 
the objective form. " The law of wages " is a phrase which is con- 
stantly appearing in pamphlets and at pnblio meetinge. The real 
"law of wages" is what I have just stated, but that is not what 
they mean. 

Some people have a habit of crediting their opponents with ideas 
they never entertained, or of putting their ideas in an absoJnte form 
which they never gave them. Having once presented these ideas, 
they treat them as gennine, aad deduce from them all sorts of con- 
sequences. The more startling and absurd these consequences are, 
the better they are satisfied. Their work might have been more 
nseful if they had first verified their premisses ; but then their theory 
would have vanished in the process, and they would have lost the 
benefit of it. Now, for men like Frondhon and Lassalle, truth is 
the second thing, and a brilliant and startling theory the first. 
They have found in Social Economy a last refuge for the scholastic 
method. 

Lassalle says, " According to Bicardo, the average of wages is 
fixed by the absolute necessaries of life." 

In the first place, Ricardo says no snob thing, at least in no such 
absolute form. Here are bis own words: "Tho natural price of 
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Diun&in 42.— Cost Fiice of a Ton ot Inm to England (Che flgiii« fiom BiasMj'a Fvntgu 
Work and Si.jli.li W<nn, p. 3IB). 
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labour is that prim which is necessnr; .to enable the labonrers, one 
with another, to sabaiet and to perpetuate their raoe, witbont either 



increase ordiminntion. 



The uatnral price of labour, tliere- 



fore, depends on the price of the food, neceesanea, and oonveniences 
required for the sapport of the labonrer and his ^unilr." * 

This is Bomevflutt different from what Laesalle pnte into his 
month ; but, even so, Bicardo hintself admits that his proposition is 
not accnrate, for he adds : ^ "It is not to be understood that the 
natural price of lahonr, estimated e«n in food and necessaries, is 
absolutely fixed and constant. It varies at different tames in the 
same ooantry, and very materially differs in different oonntriea. It 
essentially depends on the habits and customs of the people. An 
English labourer wonld consider his wages under their natural rate 
if they enabled him to purchase no other food than potatoes, and to 
lire in no better habitation than a mud cabin." 

This proposition of Ricardo is as false as the law of Malthns from 
which it is derived (thongh Malthns refuted it). In basing his 
theory of profits on the fall of wages, he commits a manifest error, 
for if this theory were true, profits would rise iu proportion to the 
poverty of the labonrera, and the richest manufacturers wonld be 
found in the poorest conntries. 

For Ricardo's theory to be true, three conditions mnst be granted : 
— that the Gxed capital to which human effort is spplied should 
alwayeretatn the same degree of power; that raw material and pro- 
ducts should experience neither rise nor fall ; and that exchange aud 
credit shonld be subject always and everywhere to the same condi- 

The following table ^ proves that the proportion of the pi-ice of food- 
to the rate of waget ia in inverse ratio to the ivduttrial development of 
a eottntry. 



CODUtTies. 


AveragB ""eskly 


PriM of thB 


Drfnction tor 


Bate o( Wbrbb. 


w«e«ri rood. 


Food. 
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J 
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United States .... 


48 


10 


21 


Great Britain 








33 


11 


33 


Francs . . 








20 


8 


40 


Belgium. . 








22 


10 


45 


Germany . 








18 


9 


60 


Italy. . . 








13 


8 


64 


Spain 


16 


10 


87 



' Principla ofPolitieal Economy, p. 85, 2nd edition. 

' Ibid., p. 90. 

* Progreii of the fTorU, by Michael G. MnlhaU, p. 66. ^1 . 
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Yet wo are dnily seeing RicarHo's error Tepeatin^ itaelf. M. 
JacqmiD, maanger of the Chemia de Per de I'Est, declares that thu 
expense of a train depeuds solely on the rate of wages ; and that if 
wages were doabled, the receipts remaining the same, the cost price 
of a train woald likewise be doubled. 

And has the price of coal, of iron, of machinery, of making and 
maintaiaing the permanent way, nothing to do with the cost of a 
train ? Does the system of management adopted by a great cora- 
panymake no difference to the worlcing expanses P Does it make 
no difference whether the train goes fall or empty f 

The price of labour, like that of all other commodities, obeys the 
law of demand and supply. If the demand for labour is greater 
than the snpplj, the price rises ; if the supply exceeds the demand, 
it falls. If the supply becomes so great as to reduce the price to 
zero, the workman does not work, he begs. 

The workmen, or rather those who profess to speak in their name, 
have inherited a prejudice shared by Adam Smith, Bicardo, and 
Sismondi. 1 They will not allon timt any labour is prodnotive 
which is not immediately embodied in some material form. ConNe- 
quently they do not recognise as earnings the remuneration received 
by persons of whose work tbey perceive no direct and palpable 
product 

According to this doctrine, the physician does not work. Still, 
no one will deny that when he prodncea health, his labour is em- 
bodied in an appreciable object having a certain value ; the healthy 
man's power of production la superior to that of the sick man, and 
he is, therefore, north more. By the same reasoning, the judge 
and the advocate do no work ; yet the judgment of the one, follow- 
ing on the pleading of the other, may have strictly material resalte; 
in civil cases it is converted into a sum of money given or received ; 
in criminal cases, into the imprisonment or liberation of one or more 
persons. 

Eicd by this prejudice, the working man pays little regard to 
administrative capacity. Yet its effects are material enough; the 
men who organise railway companies, construct and open new lines, 
aud manage the traffic upon them, furnish distinct and undeniable 
products. These objectors woald deny to administrative ability any 
claim to remaneration; and yet there is no other element of pro- 
duction of equal value with this, inventive ability escepted. 

No one can admire the inventor more warmly than I do. In him 
we have a man who takes one of Nature's forces, hitherto nuntilised 
by man, be it steam, sunlight, or electricity, and he euIiHts it in the 
aervico of humanity. By utilising this force, he substitutes fur 
human effort the labour of a natnr^^ agent. There is no greater 

• See Sitmondi, Political Eeotumy,tjai'th6 Bconomy^ Government, Book I. 
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or more naefnl work. What would the nineteenth centarj ho 
without Watt', FnltoD, Stephenson, or Morse ? It will be said that 
if these men had never lived, others would have produced the same 
inventions ; bnt this ia bad reasoning. How long wonld it have 
been before others produced them ? These men were the first 
comers ; is the time they saved of no account P Inventive 
capacity, doubtlsBS, will develop more and more with the growth 
of objective instmction, bnt it is not yet become so common as to 
have bnt an ordinary value. Indeed, it has the greatest value of all ; 
and no inventor has ever been rewarded in anything like proportion 
to the wealth he has produced. Watt and Stepbensoa may have 
made thonsanda, bat what are those thoasands to tha wealth which 
tht> steam-engine and the railway have conferred npon hnrnanit; P ^ 

The greatest inventor is he who has the greatest appetite for 
ntilities. 

The principle of the company which centres around Mr. Edison 
is easily nnderatood : — " Produce, invent, and we will give jon a 
large share of the profits. We shall sCtU be gainers, since withont 
you we should not have these inventions at all." The very people 
who have such a horror of inventors, are always working at some 
problem which nothing bnt an invention can solve. Everybody 
has some time or other expressed a desire which could only be 
satisfied bv an invention. 

An invention is completed ; ao far, so good ; but it has to be set 
working. Here comes in the need of administrative ability. Very 
complex elements enter into its composition — initiative, energy, 
perseverance, the instinct of order, the power of control, and the 
art of co-ordinating interests. These are qnalities rarely nuited in 
one individual. 

How many inventions have been long held back for want of the 
men fitted to pnt them into operation I What millions of money 
wasted for want of intelligence in employing them ! At this 
moment, there is available capital in England, in France, in Bel- 
gium, in Holland, in Switzerland, in the United States — the whole 
world is there to fertilise — and yet t« what miserable uses the 
money is often applied, all for want of administrative capacity in 
ite possessors j And this incapacity is nowhere more marked ^an 
in the administration of national affaire. Look at the statesmen 
who have succeeded each other at the head of the nations for 
centuries past ! By the harm tbey have done, and by the go<id 
they have not done, we may estimate the value of administrative 
capacity. 

Administrative capacity must then receive remuneration, and 
large remuneration, in virtue of ite rareness and of its prodnotioa 

' See L'JiiveiKfflir, by TveB Gujot, 1860. ,-- . 
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of atilities. Capitalists are already ceasing to gradge- it this 
romnneration, and they will gradge it less and less. The Utopista 
in vain strive to contest its legitimacy for the sake of their mollnso 
eqnality ; it exints by the force of things. 

And I say this not only of private enterprises, bnt alao of pnblic 
affairs. It is a most mistaken and a most Dneconomioal calculation, 
for a democracy to starve those who are charged with the manage- 
ment of the interests of the commnnity. The consequence will be 
that practical men will seek profit and security by devoting their 
energies to their own afiairs, and leave the greater risks and 
doubtful advantages of public life either to wealthy incapables, or to 
intriguers, or to charlatans, or to enthusiasts. Enthnsiasta, indeed, 
are ezcepfcional ; powerful, remarkable, and useful as they may be, 
tbey are always a little qnizotic; and to make such men the pillars 
of the State would be an impradence if not a blunder. As to the 
others, they would be capable of bringing the conntiy to min 
" with a light heart." 

The physical labour of man tends to disappear, and is being 
advantageonsly replaced by the intellectual labour of man and the 
physical labour of the machine. Instead of acting, man directs 
action. It may be said that the share of intellectual labour in pro- 
duction is in proportion to the power of fixed capital. 

When the labourer shows his homy palm, and says, " We are the 
workers, and we alone," he deceives himself. We may hope that 
his sons will not have those homy palms, the sad, though honour- 
able, tokens of manual labonr; but they will be none the less 
workers, exerting themselves to obtain a definite product. 

Conclusion : — 

iSan U a form of fixed capital, tubjeet to ike law whioh dejlnet the 
relative valvet of fixed and eireulaling capital. 

The valiie of man U in proportion to the power of his implements. 
Jfu value augtnentg in proportion to the abundance of eireulating 
capital and the power of fixed capital. 

The relation of the price of food to the rate of VMtgee is in invene 
ratio to the ind/ugtrial development of the country. 



CHAPTER IV. 

THE OSO*»I8ATION 0? HUMiH UTDUBTRT. 

We have defined human labour^ as the efi'ort necessary for the 
appropriation of utilities. 

We shall also show that the value of man is in proportion to the 
power of his tools and to the abundance of circnlating capital.' 
■ See Book I., chap, iv., p, S6. ' Sea the loTegoing ehapter. 
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We have noir two qnestioua to examine. First, aa to the present 
organisation of co-operation in prodnotire labour; and seaondly, 
aB to the probable ohangea it may have to undergo. 

There are some pretended reformers with an antiquated ideal 
who wish to revive the trade-guilds — reminiscences of the Roman 
t gailda — which were formed in the Middle Ages and which lasted till 
the Kevolntion.^ They bare never reflected on the vices inberent in 
these guilds, which the perusal of the foregoing chapter will have 
enabled onr readers to perceive at a glance. 

We have seen tbat the most perfect form of association is 
that which best distinguishes between interests and individuals, 
ajid specifies most clearly the common interests which it brings 
together. 

Now the gnilds of arts and trades were modelled on the social 
organisation in the midst of which they grew np. Each gnild 
formed a little feudal State, mled by the masters, who aimed, and 
aimed snccesafnlly, at making themselves an hereditary caste, and 
enforcing on every one not of their own order a host of almost 
impossible conditions as the price of entering it. Each master 
became a pettj' baron, to whom the workman was no better than 

Under the pretext of protection, the master exercised the most 
absolute despotism over the apprentice and the jonmeyman. The 
unfortunate who aspired to the freedom of his craft, had first to 
serve a long apprenticeship to one master. Nor was it everj one 
who could become an apprentice. At Lyons certain conditions of 
birth were imposed. All professions were closed to the married 
man. The masters made the rules, and in every gnild they 
squeezed the very last farthing of profit out of the young work- 
man. The apprenticeship lasted four years for ropemakers, seven 
years for wire-drawers, seven for shoemakers, eight for shield- 
smiths, nine for belt-makers, ten for glass-cutters, and twelve for 
cbaplet- makers. The apprentice bad to pay besides on an aver- 
age twenty silver sous a year. If he oonld not pay it in money, he 
had to make it np by an extended time of service. This was the 
minimum charge. The master might charge more if he liked, 
but not less. "Mora money and more service may he take if he 
be able." 

Handed over powerless to his master, subject to all his require- 
ments and all his caprices, the apprentice had no appeal. If, driven 
by want and ill-usage, he ran away, no one might offer him asylum. 
Like a serf, he conld be treated as an article o? commerce, and sold 
by one master to another. Unless he was the son of a master, his 
troubles did not end with his apprenticeship. Ho became an 



• See £Tnv<nteur, bj Yves Qujot. 
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assistants The number of aasistanta a mfiater coald have was 
limited, like the ntimber of apprentices. The assistaat's time was 
his master's, from sanrise to sunset. He was engaged by the 
month or year ; and however brutal the master might be, the 
jonroeyman could not break the engagement. 

How was he to become a master r In some guilds, even marry- 
ing a master's daughter was not enough. In others, lees close, he 
had to give a year to executing a sample of his work, which was to 
be approved by jurors chosen from among the masters. The 
masters, always auzions to restrict their namber, naturally con- 
demned his work, unless the poor workman softened their seTerity 
by means of "gifts and feasts." In addition to these voluntary 
expenses, there were official and compulsory espenees. For a 
master clothier in the seventeenth century, the cost of a banquet was 
3,210 livres. The freedom of the guild itself was bought ; for a 
locksmith, joiner, or wheelwright it came to 1,200 or 1,500 livres, 
and in some other guilds to 4,000 or 5,000 livres. The journeyman 
whose resources were not equal to these charges was dooined to 
perpetual servitude without hope of change. If he attempted to set 
up on his own account, he was pursued and hunted down like a wild 
beast. 

Turgot, in the preamble to the edict of 1776, abolishing guilds, 
freedoms, and wardenships, says, — " In almost all the towns the 
exercise of the different arts is centred in the hands of a small 
number of masters, who form a community by themselves, and who 
alone, to the exclusion of the other citizens, may make or sell the 
articles of their particnlar trade, so that those of our subjects who 
through choice or necessity adopt a trade or craft cannot carry it on 
without having first obtained the freedom thereof, which freedom 
can only be obtained by undergoing a trial as tedious and injurious 
as it ia unnecessary, and bv paying numerous dues and exactions, 
whereby a portion of the fnnds needed by them for entering upon 
their business, or even for mere subsistence, is spent in absolute 
waste. Those who cannot sustain these losses are reduced to a pre- 
carious existence under the control of the masters, and thus languish 
in poverty," and so on. 

Turgot declares that " the right to labour is conunou property, 
the first and most indefeasible of all rights." 

This edict was of a character too revolutionary to be acceptable 
in a society founded essentially on privilege. The guilds were re- 
established the same year ; but they were finally suppressed in 1789, 
and the more or less interested and ignorant attempts since made to 
restore them have been in vain. Their restoration would be too re- 
trograde a step. They are contrary to the law of the development of 
association, for they confuse individuals with interests, persons with 
things. They absorb human indiridnality. They aro a species of 



THE PEIVILEGB8 Of UA8TBBS. 



conveninal establiBlmieiit, less and less likelj to find a place in 
modem civilisation. The stronger the individnalitj, the : 
vehemently it mnst protest against any snch absorption. 



CHAPTER Y. 

THE PRIV1LE0E3 OF UASTERS. 

BtlT the Rerolntion knew not how to distingoisb the Corporation 
and the Association. In destroying one abase, it created another. 
Hence the law of 14-17 June, 1791. Chapelier, in his report, 
says innocently, " All citizens most be allowed to assemble ; but 
citizens of certain profesaions mast not be allowed to assemble in 
support of their alleged common interests." The law declared : — 

" Art. 1. The abolition of every kind of oorporation of citizens 
of the same trade being one of the fnndamentat principles of the 
French Constitntion, their virtual re-eetablbhment, nuder any form 
or pretext whatsoever, is strictly forbidden. 

" Art. 2. Citizens of the same trade or profession, contractors, 
shop-keepers, the workmen and jonrneymen of any craft whatsoever, 
shall not, when met together, nominate presidents, secretaries, or 
syndics, keep registers, pass decrees or reaolntions, or make rales 
in snpport <x their allied common interests." 

This was bat a doctrinal error, springing from a oonfasion of 
ideas ; bot later on, in a time of reaction, it became the avowed 
object of the Legislatare, not to gnarantee tlte individnal liberty of 
all, bat to confirm the masters in their privileges. 

The law of Germinal, year XI of the Bepnblic, contained this 
formidable article: — 

" Art. 7. Every coalition on the part of workmen for the pnrpose 
of discontinuing work in certain shops, for raising the price of 
labour, ... six months' imprisonment." 

The advantage which this article conferred on the masters 
appeared so scandalous, that, the compilers of the Penal Code felt it 
necessary to soften tt^ at least in form, by substituting the following 
expressions ; — 

" Art. 414. Every coalition among those who have work 

"Art. 415. Every coalition on the part of workmen to occasion 
a stoppage of work." 

As a matter of fact, Art. 414 could have none but an ironical 
application, while Art. 415, notwithstanding the addition of the verb 
' occasion ' (/aire), was applied with a roughness which made this 
refinement of expression wholly snperflnous. Moreover, in Spite c^ 
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the latr of 1864, it is still enforced. The apiril; which ioBpired 
these laws somves, not only in oar magistracy, but in govern- 
mental and official circles. 

The same spirit of privilege is stamped on other regulations. By 
Art. 1781 of the Code Napol&on, which was not repealed until I860, 
the master's evidence, in case of diapntea with his workmen, is to be 
received on his hare word. By the decree of the 17th Deo. 1803, 
the workman's'aer vice-book (Uvref) was assimilated to the paaaport, 
and ita retention by the master was made compnisory ; the master 
might note in it all the advances made by him to the workman, and 
retnm it only when they had been repaid him in the form of work 
done ; at the same time, he could dismiss the workman at pleasure, 
and any futore employer would be responsible for debts still due to 
him, dednctJDg one-fifth from the workman's daily wages for the 
payment of them. On every change of situation, the workman mnat 
have hie Uvret inapected by the police oommiaaioner ; and journey- 
men batchers and bakera had to deposit their books in his bauds. 
Amongst other vexations regolatioos, the registry-offices were im 
moat oaaes managed by the prefecture of police, and invested with a 
monopoly. The old goilds had been practically reatored for the bene- 
fit of the prefecture of police.^ These rules were indeed a little 
relaxed nnder the Government of Jnly ; the law of 1854, while it 
retained the Uvret syBtetn, forbade all comment, favonrable or un- 
favonrable. The date of entry waa put down, and the book returned 
to its owner. Indeed, in spite of the law, many workmen never 
nsed it at all. 

Some very sincere and earnest democrats declaim against the 
demand for privileges on the part of the workmen as unreasonable, 
and contrary to the principle of equality. But who tanght the 
workman to misunderstand the principle of equality and claim caate 
privileges for his own class P First, the nobility and gentry of the 
past ; next, the bourgeoisie of the present. 

M. Persil, Procureor-g6n6ral of the Court of Paris in 1833, con- 
fessed with much simplicity -^e inequality under which the workmen 
labonred. " It would be risking everything if we were to let the 
workmen realise their own position as compared with the classes 
above them, and feel that they are men like the others, and entitled 
to the same eajoymenta." 

Obaerve, that M. Persil does not ask that the existing order of 
tilings should be changed, but only that the workmen should not be 
permitted to realise it. 

TJu fortunately, the facta were so patent, that working-men found 
oat for themselves that they had not exactly the same rights and 
advantages as their masters; it was easy for them to compare their 

' See LevitBeear. Histoire ia CJattet OiiBTiirti dejmit lT89.)'^lc 
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own poverty witt their masters' Inxury ; they knew well enough 
that it was they, and not the maaters, who were subjected to the 
livret syatom ; they were qnite aivare of the provisionB of Art. 1781 
of the Code Napoleon, and that laws which already pressed hard 
npon them were aggravated by the police regulations ; they knew 
that the maaters ^one conld oombioe, and that in the oonteata 
between the two classes the jndgos belonged by ties of birth, mar- 
riage, and relationship to the masters' clasa. The explosion of 1848 
revealed that they knew all this, and more besides, in apite of the 
ailenoe in whioh M. Persil woald fain have bnried these queationa. 

Then the Persils were much surprised. " What ! '' said thej, 
"the workmen not content? W» never let them know that they 
had any right to be discontented ! They are clearly in the wrong ! 
And now they want the tables turned. Hitherto all the privileges 
have been oars ; now they want all the privileges to be theirs. 
What madness ! " 

Their madness was brought home to them by the cannon-ball, by 
the state of siege, by wholraale transportation, and other convincing 
argnmenta. But they were not Eatis&ed ; and there was some reason 
for their dissatisfaction. 



CHAPTER VI. 

THE BIGHT TO LABOUE, AND THB OKGANISATION OP LABOnB. 

The b our (;eot« electorate had what Bnckle calls the Protective spirit, 
which might more correctly be called the mendicant spirit. For 
the beggar is a person who claims a favour, an alms, a privilege, 
BOW by entreaties, now by threats. 

It was this spirit which inspired the Socialist doctrines of 1848, 
doctrines which appear in all the theories and discussions of that 
time. The refutations of their opponents fell harmless, because they 
could always be shown to be contradictory. What were the Pro* 
tectionista to answer, when M. Louis Blanc, attacking free com- 
petition at home, said to them, " But, gentlemen, if competition is 
a good thiug, why do you ask to he protected against it P My 
Bjstem is not my own ; I have adopted yours." 

The Protectionists say, " Cotton, iron, coal, are necessary in- 
dustries ; the making of musical instntments constitutes part of the 
national property. Insure us against foreign compebitoi'S, who 
make all these things better and cheaper than we." 

For the last sixty years they have gone on repeating Uiose 
lamentations, and they repeat Uiem now. M. Lonia Blanc inter- 
posed, "Ton are secured from competitibn, and yon keep the 
profit to yourselves. We, in onr turn, are going to secnre the 
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profits of the looDopoIy of prodnction to the workman. Ton can 
invoke no economic principle against thia proposal, your principles 
are the Bame as onra; jon can only protest in the name of jonr 
own interests, and confess that yoa nant to keep yoar monopoly 
to yonrselves. Well, we 'want to take it &om yx>n, and give it to 
the workman." 

So put, the argument is nuauswerable. 

Uolockilj, a. Lonie Blano was too ignorant of even the simplest 
notions of economy to force his adversaries on the honis of this 
dilemma. 

He entangled himself in oontradictions as oomplioated aa a skein 
of thread that a kitten has been playing with, and then declared 
that if be aimed at securing the monopoly of production to the 
State, he did so in the name of liberty ! He spins off aaeh aphorisms 
as this : " Aa long as competition ezista, liberty is impoaaible," and 
then proceeds to " oi^anise labour " on paper. " The Government 
shoald be regarded as the supreme regulator of production, and 
invested with large powers for the accomplishment of its duties. 
It ranst avail it.ietf of competition for the purpose of destroying 
compotitioQ. It mnst raise a loan to he applied to the creation of 
ateliers sociavsc (co-operative workshops) in the more important 
branches of national industry." 

It never occurs to M. Louis Blane to doubt that this loan will 
be taken up by the capitalists it is designed to minj he agrees, 
however, to pay them interest for their money, but not to allow 
theni the smallest partioipation in the profits. 

The State will, of course, possess all the virtues; it will never 
speculate ; it will prefer to buy dear, when, by choosing its time, 
it might buy cheap. The price of ita products will be Szed by 
clockwork, irrespective of demand and snp^y. It is to regulate 
the industries, not to take them over, Private manufactnrers 
may exist alongside those of the State ; but M. Louis Blano 
himself adds, " In every important industry, the cooperative work- 
shops mnst compete with private enterprise, and the struggle will 
not last long."^ 

Whatever advantage the workman in M. Louis Blanc's national 
workshops ma^ enjoy as a producer, he loses as a consumer. Like 
tbe simplest disciple of Pouyer Qnertier, M. Louis Blanc is averse 
to cheapness. The co-operative workshops must, to use afavourite 
expression of the Protectionists, take care to maintain prices at " a 
r^nunerative rate." 

The following is M. Louis Blauo'a formula for measuring work 

and wages. " Duty in proportion to strength and capacity, rights 

in proportion to needs;" but he does not tell us by whom or by 

what standard these needs and capacities are to be measured. 

' Orgamtatian da Xraraa, p. 88, 4tli edition. 
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The basis of the co-operative workBhop is to be " tbe substitution 
of the point of honour for the motive of self-interest, and conse- 
qaently, the immediate or proximate equalising of wages, till so- 
ciety attains the ideal towards which it should strive — to prodnce 
according to its atrength, and to consume according to its needs." 

Against that frightful egoism which might find its way into the 
national workshops, as everywhere else, M. Louis Blane has an in- 
fallible remedy. " Let a post be set ap in every workshop with this 
inscription : ' Where brothers associate for work, every idler is a 
thief.' " 

Although it was the aim of M. Louis Blanc's s^tem to equalise 
wages, the application of that system began with a monstrous 
inequality. He admitted that the inclusion of the entire produc- 
tion of Prance within his organisation was not the work of a day ; 
he therefore received into bis co-operative workshops only certain 
privileged persoos. If private industry attempted to compete, il 
must lower its wages. He could not increase the comfort of tha 
few withont diminishing that of the many. 

M. Louis Biancis the sworn foe of capital, yet he says, "The secret 
of doing better than yonr neighbour is to have more capital than 
he." Indeed? DoesnothiatoryBbowtbatthe great ownersof capital 
have often made a destrnctive ase of it, and that the rich man 
often fails where the skilfnl and persevering man succeeds ? 

M. Louis Blanc's economic theories are irrefragable because 
they are intangible. When yon come to look at diem, you find 
they have nothing in them. Ton are astounded that they sboold 
ever have deluded even the most ignorant. Tet his recent Bpeeches 
give ns reason to believe that he held to these theories to the 
last. We cannot but regret that, with his high position in 
politics, and the consideration in which he was held, he never 
introduced a bill into the Chamber of Deputies for orga.nising one 
or more co-operative workshops. The fabrication of tobacco and 
matches, for instance, might have been handed over to them by 
way of a beginning. 

" Lafoi guin'agit point, eet-ee -unefoi aimcire f'^ 

Alas ! the OrganieatioTt du Travail will remain an eloquent witness 
to the economic aberrations which agitated France from 1840 to 
1850, the traces of which we see even now from time to time, 
not only at workmen's meetings, but in the Chambers themselves. 

In 1848, the workmen demanded the right to labour {fkoit a/u, 
travail). This expression has acquired, in the imagination of many 
good bourgeoie, an almost Satanic character. And yet, where did 
the workman get it, if not from the electoral classes of the Restoration 

n,o,t,7P-hyGo0^lt' 
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SBd of the GoTBrament of July, who have never ceased to ask for 
and to aphold prohibitive tariffs in the name of national labotir P In 
the diBgrHcefiil discussions which have taken place within the laat 
few years in the Chamber of Deputies and the Seoate njKDn the 
Cnstoms tariffs, what did the represeutativee of the cotton and 
metal industries nrge and insist upon, if not the right of labonr P 

In the original draft of the Constitution of 1848, Article 7 was 
framed thus : — 

Art. ?. — " The right of labonr is the right which every man has 
to live by his labour. It is the duty of Society, through the channels 
of production and other means at its command, hereafter to be 
organised, to provide work for such able-bodied men as cannot 
Gnd it for themaelvea." 

This Article was modified as follows : — "It is the duty of society 
by fraternal assistance to protect the lives of necessitous citizens, 
either bj finding them work ae far as possible, or by providing 
for those who are incapacitated for work and who have no families 
to anpport them." 

The wording of these two forma shows the theol<^oo-meta- 
physical character which, at that time, distinguished such discussions. 
Society was regarded as an entity having means and powers of its 
own, derived from nobody knows where. People could not see that 
it was nothing bat the whole body of citizens. One must read 
the speeches made at the time, in ordee to form a conception of the 
haziness which enveloped the whole subject. Men of political 
intellect qniW perceived the impoBBibility of arriving at any practical 
result. M. Ledm-Hollin, who maintained thenecessity of including 
in the Constitution an acknowledgment of the right of labonr, twice 
made the remark, at which we smite to-day, bat which seema then 
to have surprised no one : " When you have admitted the right of 
labour, yon are not obliged to have it m operation the very next day." 
The plain meaning of the right of labonr is this : " Find me work, 
and give me wages enough to keep me and my family." " Wnges 
eoongh ! " Bat what are " wages enough P " Where do insufficient 
wages begin ? Will yon be content with potatoes, like the Irish- 
man? And what work P Will yon, who are agoldsmith, be content 
with unskilled labour P Certainly not. Then society must turn 
goldsmith in order to employ yon, and go on producing always 
and all the same, regardless of the law of demand and supply. 

But, to go on producing, society must have capital, and where is 
it to come from P A loan, says M. Louis Blanc That is to say, 
so much capital is to be withdrawn Irom circulation ; and if this 
capitid is not used to as good purpose as it otherwise would have 
been, it is a dead loss to society. This involves a reduced power 
of purchasing labour. In order to create work, society will have 
helped to diminish the demand for it ! |. ^ CH)i.wle 
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I have just touolied on these economic aberrations by the way. 
Like their originator, they have gone the way of all flesh, and the 
oflahoDte they have left have little of the vigonr of the parent stem. 

Mr. Holyoake soma np in a single sentence the whole history of 
the Socialist doctrines of 1848 : " The Socialist State promiBes voa 
a right, and, when yon ask for it, gives yon a bullet." 

Napoleon III., in bis prison at Ham, bad amased himself with a 
Platonic Socialism ; when it came to pntting it in practice, be simply 
played into the hands of intrigners and jobbers. Of the meaenres 
in favour of the workmen he accepted only two — in 1864, the law on 
combinations, and in 1868 the repeal of Article 1781. But he was a 
relentless persecutor of the workman — witness the bloody episodes 
of the atr^es of Anbin and the Ricamarie ; and he demoralised 
them by sending into their midst police-spies, commissioned to 
iiitosicate them with false notions in order to frigbton the bovr- 
ijeniaie with the apparition of the spectre of the Revolution.^ 



CHAPTEE VII. 

ZXCSPTIONAL CONDITIONS OF LADOnB. 

We often hear Socialist speakers and writers declaim t^inat the 
law of demand and supply. They might as well declaim against 
the rotation of the earth . 

And yet there is some tmth in these decJamations, thongh they 
cannot npset the law of demand and supply. The workman may 
fairly complnin that it is always being twisted to his disadvantage. 
Thus, in a certain arrondissement in Paris, one person in every 
seven or eight is in receipt of public relief. A man who ekes out 
his wages with the public alma can afford to work at a lower price 
1 han one who has only his own resources to reckon on. This is 
what the English poor-rate has come to. Invented in the fourteenth 
century, and systematised in the sixteenth, it has made pauperism a 
profession, maintained at the cost of those who labour. In attempt- 
ing to succour the distressed, the State has created distress by 
depreciating the price of lahoar. 

In the case of women, the operation of the law of demand and 
supply is checked by prostitution. Certain workwomen look for 
their living, not only to the day's work, but to the night's debauch ; 
the master naturally makes his calculations accordingly, and says 
to himself, '* I know that my workwomen cannot live on the wages 

' We Iiave lately seca similai commotionB produoeii b; tlie same means and 
for the some ends. The ehief editor of Mdlle. Lonise Michel's journal, La 
Rioolutiojt S:>iAaU, was a secret agent of the Fiefectnre of Polios. 
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I give Uiem without otber means. I can get them at the price, and 
I take them." I wish this economic argument conld sink into the 



minds of all joxatg women ; it wonid go further with tbem than all 
those argoments from religion which, so far, hate only resulted in 
the state of things we see aronnd us. 

We have soldiers who work in the towns, and policemen off duty, 
who are shoemakers, tailors, and watchmakers. In charitable 
inetitntions, like Bic6tre, the pensioners carry on small trades ; con- 
vict laboar in France is let out to contractors.^ The convents, 
under the plea of caring for the orphan, keep a number of yonng 
girls at forced labour up to one-and-tflrenty, bringing them np 
ecODomicallr on the Word of QoA. Exempt from licences, and 
subsidised by gifts and legacies, they are able to defy the law of 
demand and supply. The Protestants — from purely philanthropic 
motives, I admit — have opened workrooms for girls, bat tbey com. 
pete with free labour. Deaf mutes have been humanely taught to 
print ; but they print for certain houses in Paris, and thus cheapen 
free labour. 

The Protectionists all cry out that native labour will be mined, it 

E redacts similar to its own are imported freely into France. They 
ave sent working-class delegates before the Cnatoms Commission. 
Strange to say, these delegates never pointed ont that, if the protec- 
tion of native industry demanded by the cotton spinners, by the 
coal and mining companies, and so forth, is to be effectual, it ought 
to be supplemented by protection against the imported labour of • 
Belgians, Germans, Piedmontese, etc. This is a necessary conse- 
qaence of the protective system. If you protect products, without 
protecting the workman who produces them, you give protection to 
capital only, wnce you do not hinder the importation of foreign 
labonr. The American workman is as logical in demanding the 
ezpolsion of the Chinese as the English workman would be illogical 
if he demanded similar protection, and as the French workman 
is illogical when he demands protective dnties on cotton yam and 
submits to the competition of Belgian workmen. Had this at^a- 
ment ever been advanced in the Chamber of Depnties, it would 
have been interesting to bear the answer given by the champions of 
" native labonr." 

The^e traditions of the mendicant spirit have not yet completely 
disappeared ; and they have been exhibited in England, the conntry 
of all others where tbey have the least foundation. 

Bat for every prejudice with which the workman has been re- 
proached we can find a bourg eoif ongin. 

In the year 21. of the Repablic, Begnaalt de Saint Jean d'Ang^ly 
proposed to fix a minimum number of working hours ; and on the 

' In England it is confined to nftval and militai; noika. 
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26th September, 1S06, a police regolation appeared fiziog the hoars 
of TTork and the meal timea of tbe building trade in ^^rie. The 
workmen now wish to fix a masimnm — turn and turn about. The 
English workmen's agitation, first for nine and then for eight 
hoars a daj, is well remembered. The hours of work for women 
and children are settled by law. 

Man certainly is no mere machine, intended to tnm out snoh and 
snch a prodact incessantly and antomatically until it is itself worn 
oat. ffotbing can be more jnst than Macanlay'a observations on 
the oaefnlneas of the English Sunday : — 

" That day is not lost. While industry is suspended, while tbe 
plough lies in the furrow, while tbe Exchange is silent, while no 
smoke ascends from tbe factory, a process is going on quite as im- 
portant to the wealth of nations, qnite as important as any process 
which is performed on more bnsy days. Then, the machine of 
machines, the machine compared with which all the contriranees 
of the Watts and the Arkwrigbts are worthless, is repairing and 
winding up, so that he returns to bis labours on the Monday with 
clearer intellect, with livelier spirits, with renewed corporal vigour. 
Never will I believe that what makes a population stronger, and 
healthier, and wiser, and better, can ultimately make it poorer." ^ 

Lsssalie's axiom, " Prodaction is in inverse ratio to labour," leads 
to a, slightly absurd conclosion; but it is none tbe less true that 
too continaous labour exhausts, aad that the intensity of the effort 
is in inverse ratio to its duration. It is a question of mechanics. 
A week consists of 168 hours. Ten hours' work a day for 6 days 
leaves 108 hours. Allow 9 hours a day for eating, sleeping, and 
going to and from work, and you have 45 hours left n>r family 
intercourse, friendly gatherings, reading, study, and personal oon- 
cems. Is that too much P I think not. 

But that is not the question. The question is, whether the law is 
to determine tbe hours of labour. A law of the 14th September, 
1848, reduced tbem to twelve boors in mills and factories. Snbso- 
qnont decrees have modified it by a host of exceptions. Workshops 
employing fewer tbau t«n hands were exempted from its operation 
at a time when such workshops formed nine-t«nthB of tbe whole 
number. This regulation has practically fallen into disose. In 
1880 a bill was brought into the Chamber of Deputies for reducing 
tbe hours of labour to t«n, not only in factories bat also in work- 
shops. The Working Men's Congress of Havre gave tbe measure 
its energetic support. Nevertheless, if this law ever came to be 
applied, it would very soon raise a clamour of protests. What 
would become of the small manafacturerB of Paris, who now and 
again break into such furions activity P Are they to do a fiaed 



' Speech on the Faoloty Acta. 
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amoimt of work all the year round, the eame in tbe dead season as 
in tlie bnBy eeason ? And what abont this perpetual interference of 
the police in the workahops ? Between public health and bnmanity, 
we are getting back to the regalations of Colbert. 

I qnoted just now a passage from Macanlay relating to the 
Sunday's rest ; was there ever a more unpopniar law in France than 
that of 1814, which enforced it f It has never really been observed. 

In 1859 a London Workmen's Association began the nine hoars' 
movement. In 1861 the employers, to pnt a stop to it, introduced 
payment by the hoar instead of by the day. At the present time 
the hours of labour are, in fact, ordy 56| per week, and yet certain 
trades ouious demand the interference of the law. Kot so ; let the 
labourers by all means be free to combine to fis their w^es and 
conditions of labour ; nothing can be more reasonable. But if the 
S^ate is to interfere with the hours of labour, there is no reason 
why it should not interfere with the rate of w^es. It is but two 
sides of the same' question. 

To be really advantt^eous to the workman, the measure must be 
framed thus : " Work shall be reduced to nine hours a day ; wages 
shall not be reduced." 

" But you admit that the law should protect children ? " They 
are not able to protect themselves. They may be shamefully over- 
worked by their parents and by masters, who abhor negro slavery, 
but do not extend their philanthropy to white children. English 
legislation with regard to the labour of children, of jonng people 
of both sexes between fourteen and sixteen years of age, and of 
women, has been codified in the Factory and Workshop Act, 1878. 
With the labour of men above eighteen the law does not interfere. 
The first five days of the week give ten or ten and a hail hours' 
work a day, Saturday only six and a half. But the English legis- 
lature has clearly seen how difficnlt of application such regulations 
are, and has accordingly not imposed uniform rules in all cases ; 
in some industries, the hours can be extended to fourteen for forty- 
eight days in the year, and in others for double that time. Pro- 
tective measures of this kind are often carried to great lengths. 
In France, the application of the law relating to children's labour 
bristles with difficulties. In Paris, the half-time schools have not 
been attended with anything like the success expected from them, 
and yet there is probably not another city in the world where the 
treatment of apprentices is so paternal. 

In Germany, the nnmber of children employed in manufactaries 
has steadily decreased ; and from many industries they have been 
entirely excluded. It may be questioned whether such exclusion 
is always an advantage, either to industry or to the children them- 
seivea.' 

Sea EcoTuimUte Franjaii, Nov. 15, 1679. ij. CTt.)0'jlc 
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One of the qneGdonB mooted at the first public meetings held 
after the passing of the law of 1868, was that of the employment 
of women. The men demanded ito prohibition by law. In sab- 
sequent working-men's congresses, they have taken care not to go 
quite so far. The women who took part in these meetings, far 
from demanding snob favours, wished to have a greater number of 
callinge thrown open to them. At the same time, in that restric- 
tive spirit which we have sach difficoltj in getting rid of, they 
wished night-work for women prohibited. They did not see that 
this mast inevitably ezclnde them from certain occnpations. If 
night-work is foibiddoa in the factories, why not in the markets ; 
and why should not the market women be obliged to bring their 
vegetables in the morning P It wonld be only patting people's 
lunch a little later. Uen most replace women in folding the news- 
papers. A strange way of opening ap fresh avenues for women's 
labour! 

This restrictive tendency may lead us rather & long way. The 
Gommone issued a decree forbidding bakers to work at night. 
Bochefort parodied it with " Lamp- lighters may only work by 
day." If we try to regulate the conditions of labour by law, we 
soon reach the reduetio ad abeurdum. 

Liberty of contract between the employer and the employed, and 
the independence of the contracting parties : this is all that should 
be guaranteed by the law. 

In past times the law intervened in favour of the employer, giving 
him the power to impose his will and his wages, acknowledging a 
value in his affirmation which it refused to those of the workmeo, 
and giving a sanction to his combinations; and in thus taking 
nides it was wrong. If it were now to side with the workman, 
granting him monopolieH, and creating a minimum limit of wages 
and a maximum limit of work, it would be wrong again. It would 
falGl the well-known description of a military movement, " the same 
thing over again, only just the opposite." It would be creating a 
privilege as before ; it would be imposing a forced contract, instead 
of allowing a free one. 

Some legislative modifications are required from a legal point of 
view. With regard to accidents, for instance. Article 1382 of the 
Code Oivil lays down that, "Any act whatsoever of one person by 
which another is injured, obliges the person who has caused the 
injury to make it good." 

" Art. 1S83, Every one is responsible for the injury he has 
caused, not only by his act, bnt also by his negligence or impru- 
dence." 

A workman is killed by a fall from the scaffold, or crushed 1^ a 
heavy piece of masonry ; as the law stands, he has no claim to 
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eompenaktion, imleiB he can proTS that the accident happened 
through the master's faoH. 

In some trades^ Bnch aa carpentntng, engmeennir, mining , the 
day's work is a straggle in which the workman daily risks his 
life; in others, snch as those which employ iajniions chemicgJa, 
there is not ctbd a atmggle ; the wtnkman is oondemned to cmHud 
death within a limited tim& The aanitaiy regnlations of the 
Hygienic Conocils bare been v£ no nse at aD. As to the masters, 
they are not only ezeemiTely candees, but BametimCB show the 
most incomprvheriiBible obstiiiacy. It waa not until aftor seTCotal 
sbrikeB that the workmen in foandrias snooeeded in compelling the 
masters to snbetitnte the use of f ec&la tor that of coal dnst 

When a miner is killed by Gre-damp, of coarse the fire-damp is 
to Uame. If the accident had been on a large scale, public opinion 
would have be«i roused, and a suhacnption raised. But the miner 
was killed just the same ; and nobody takes any notice. TbN« is 
some advantege in being killed ia company- Vm soli ! 

This demonstration ia not a solotion. Host companies have 
eetablished funds for pensiona and temporary assistance- But in 
ftny case, ttiey take care that they tfaemselTes are not responsible. 
An oiginemaii passes his fife among machinery ; he has to oil it 
whilst in motion ; one day, in a moment of forgetf nluess, he is 
caught by it, and eiUier killed or frightfully mutilated. So much 
the worse for him. All his own fault. He should have taten 
better care. It the master is generous, be naj do somethii^ for 
him or his &mily; if not, they are cast <m the streets, and reduced 
tob<^ary. 

Clearly, this state of things is not tar. If a soldier ia wounded in 
battle, no one asks whether he has been imprudent; he gets his 
pension. It ought to be the same on the field of indnstiy. The 
workman who is killed or wounded at his work must be r^aided 
as a victim to profeesional duty. 

A bill for remedying tiiis injnstioe was brought into the Chamber 
of Depntiea by M. Martin Nadaud in 1880 ; and a somewhat similar 
bill is under Uie oonsideratiam of the English Parliament. Both of 
theoe we heartily approve. 

Gonttactois and all who employ workmen in dangerous trades 
will insore themselves against possible accidents, and we shall be 
spared the melanchcJy spectade of maimed and crippled creatures 
who have no lesource but public charity. Charity ia very mnoh 
a matter of ohaoos ; and for these chances we ought to substitute 
certainties. 

So also in iiie two or three classes of unwholesome trades, the 
masters should be held answerable for the sickness and mortality 
among their men. 
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CHAPTER Vm. 

TBB LABOUR MARKE: 



Wx now proceed to the qnestioa of the relations between labour 
and capital, endearonriug to diveBt it of all those prejudices on 
both sides which tend to obscare it; — with the certainty of thereby 
offending both parties. 

It is nseless, not to say disingenoons, to try to persuade master 
and workman that their interests a.re identical. It is the employer's 
interest to buy as cheap as possible. It is the workman's interest 
to sell as dear as possible. That is the plain trnth. 

Is there no agreement, then, between these opposing interests ? 
There must necessarily be some sort of agreement, as in any other 
case of oxobange. But the conditiona of exchange may be favour- 
able to one of the parties and unfaTonrable to the other, or they 
may be disastrone to both. We have therefore to examine whether 
the present oi^anisation of the labour market is a rational applica- 
tion of the laws of economic science. 

Some employers are shocked at the idea of regarding labonr a!< 
a commodity. "What," they say, "are onr workpeople no longer 
to be subject to ns P WbT, they are our children, our family ! " 
Some fathers, however, do not treat their children particularly 
well ; and, at any rate, men do not want to be treated like children. 

The workmen, for their part, also exclaim against the idea. " It 
is a desperate theory for ns," they say. " Laboor is not like 8 
commodity, Etfid wages are not like a contract, for the workman is 
not a free seller. The capitalist is always free to employ labour, 
and the workman is always forced to sell it. The value of labour 
is completely destroyed nnless it is sold on the instant. Unlike 
real commodities, labour is a form of capital which is not susceptible 
of accumulation, nor even of saving." It remains to he proved, 
however, that all real commodities are capable of accumnlation and 
saving. N'ohody will dispute that strawberries and fresh eggs are 
commodities. Can they be saved or accumulated P 

The value of labonr is utterly destroyed, unless it is sold at once; 
it is just the same with the value of all motive power. 

It is assumed that the capitalist is always free to employ labonr, 
and the labourer always forced to sell it. True, the capitalist is 
free not to employ labonr, but on condition of not employing his 
capital. The owners of a coal-mine are not bound to employ 
labourers; but in a year's time their mine will be flooded, and the 
galleries sunk in; their capital will make no return, and if they 
have engagements which they cannot meet, they will become bank- 
rupt. Still, it is true they can afford to wait some time, whilst the 
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workman mnst feed himself and his family every day. In this 
respect the dealer in laboar is at a disadvantage in oomparison with 
the dealer in capital. Bat, in any other transaction, is not the 
need of one of the contracting parties always more argent than that 
of the other ? If the seller's need is the more urgent, the price 
falls ; if the buyer's is the more ui^nt, the price rises. Now, for 
a long time past, the wages of labonr have steadily gone np. It is 
clear, therefore, that the buyer's need has been the more nrgent. 

It is in England that the most practical, perBevering, compre. 
hensive, and snccessfnl efforts bave been made for the r^ulation 
of the labour market. It is therefore to England that we shall 
first turn onr attention. 

At their first appearance, the Trades Unions were looked on as 
mysterions, violent, and bloody conspiracies. It was a war between 
labonr and capital. Capital had all sorts of privileges aeonred to it 
bylaw. Labonr was not in a position to dispute its terms. The 
law of demand and supply was infringed, as it is infringed wherever 
the monopolist can impose his own terms on the other contracting 
party. In Edward the Sixth's time, a workman convicted of taking 
part in a conspiracy for raising wages, had his ears cropped. Sncn 
treatment called for reprisals. In l813, the Luddites declared 
war against machinery. By way of teaching them to amend their 
lives, nine-and-twentv of them were hanged in York alone. Their 
associates continued for some years to ravage the country about 
Nottingham. Symptoms of the same kind appeared all over 
England. The workmen knew well enough that Uie laws oppressed 
them. They did not clearly see the cause of their sufferings, nor 
the way to remedy them. 

It is one of the great difficnlties of social diseaaes, that the patient 
has to make his own diagnosis and his own prescription. The task 
is difficult, and the doctor is generally wrong. Ke poisons the 
wound in trying to cnre it. In England, perhaps neither masters 
nor men knew exactly what wanted doing ; and the workmen 
blamed the new machinery, when they ought to have been claiming 
for labour the right to make its own terms with capital. As it was 
necessary to concede something, and impossible to allow the destruc- 
tion of machinery, the workmen were gradually allowed freedom of 
combination. The thing was done reluctantly and badly. In 1824, 
the restrictive labonr laws were abolished, bnt they were re-enacted 
the next year, and never definitely repealed until 1839. There 
still remained amongst the litter of old Enghsh laws provisions 
against associations for influencing the course of labour. Trades 
Unions, local and general, were founded nevertheless; They bad 
the double characcer of societies for mutual assistance aud for 
mutual defence. Little was known of them until after the inquiry 
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o{ 1868, conseqnent on the crimes committed in Uancbeater and 
Sheffield in 1866. When a Sheffield saw^nder named Broadhead 
boasted before the oommiBsion of having been the instigator of 
marder and incendiarism, there was a general scare. The Times, in 
a moment of panic, proposed that the masterB shoald make a clean 
sweep of all the UDiottiste in their employ. Bat the Eogliah 
qaickly recovered their coohiesa. It was utterly impossible to enp. 
press these associations ; it was felt that workmen onght to have 
the right to combine for the defence aud fnrtberance of their own 
interests ; and, so far from being proscribed, they were not only left 
unmolested, bat tbeir existence was legally recognised. 

The Trades Unions roistered in 1877 have a revenue of 
£254,565, an accnmnlated capital of £374,989, and compriao 
260,222 members.^ They are bat ihe minori^ of English workmen ; 
yet their power is incontestable ; it proves, not indeed that their 
oisauisation is a good one, but that they have an oiganisation. 
What use do they make of it P 

The charges brought against them may be summed np as folloivs: 
They put into a common fond contributions intended for insurance 
in case of death or sickness, and those intended for strikes and 
trade purposes, and then apply the f and chiefly to the latter class 
of pnrpoaes. They are almost all subject to a despotic directing 
committee. They would gladly oppose the use of machinei'y ; and 
since they cannot destroy existing machinery, they do tbeir best 
to prevent the introdnction of improvements. The report of the 
Society of Ironfounders for 1879 asserted that there was only one 
remedy against machinery — to work shorter time and prodnue less. 
They prohibit piece-work ; and in some trades, snob as hriokmaking, 
the workman is bonnd not to work too hard. Houses in Manchester 
are said to have gone np 85 per cent, in consequence of the brick- 
makers' roles, the workmen, of course, paying their share of the 
increaee, like any other tenants. Tbey demand equal wages For all 
workmen, notwithstanding diflerences of skill. Like the guilds of 
the Middle Ages, they try to restrict the number of apprentices ; 
under pretence of emancipating the workman, they hold him in the 
closest bondage, obliging him to oouform to their roles, and depriv- 
ing him of the first of all liberties, the right to labour, by forbidding 
him to labour except under stated conditions, and requiring him to 
leave hie employment whenever the committee orders a strike. 
The pessimists go very near to attributing to the Trades Unions 
the industrial crisis whii;h lately prevailed in England. People 
must always have a scape-goat. 
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Happily, there are persons in England who keep a ooot head, and 
go to the bottom of things. These men say ; — 

"Trades Unions, make what exertions they may, will not alter 
the law of demand and enpply, any more than they will stop the 
rotation of the earth. The age of Joshuas is past. They will nerer 
prevent the fall oi wages when there are no outlets for indnstry; 
while the eagerness of niannfa«tnrerB to extend their hosiness on 
the least appearanoe of an opening must of itself stimulate a demand 
for labour which will resiilt in a rise of wages withont the inter. 
ference of Trades Unions. If the Trades Umons were to raise the 
wages in a given trade higher than that trade could snpport, it 
would die ont. The demand for labour wonld decline in oons&- 
qnence, and wt^es woold fall. The recent labonrs of Professor 
Leone Levi have shown that the wages of non-nnionist workmen 
have within the last ten years undergone a greater increase than 
those of the members of the most powerful Unions between 1866 
and 1878. Women's we^s have gone Dp 24 per cent., and those 
of men generally CJ per cent.^ The powerlessness of Trades Unions 
to hinder the fall of wages dnring a crisis is pointed out in the 
Report of the Durham Miners' Association. ' In 18?4 onr income 
was £47,004, and our expenditure £23,613; so that for this one 
year our income exceeded onr expenditure by £23,390. But in 
18?5, 1876, and 1877 there was a relative diminution of receipts 
and aji increase of expenditure. Income in 1877, £33,290 ; ex- 
penditure, £60,513 ; difference, £27,223. Every one must see that 
this state of things cannot last long.' It is only when tlie supply 
of labour ia scarce that the workmen can dictate their own terms to 
the masters. During the American war w^ea doubled andtripled- 
They subsequently declined, but still remained from 50 to 75 per 
cent, higher than during the previous twenty-five years. There 
needed no Trades Unions to produce this result. Workmen in the 
building trade find it easier than others to foroe a rise in wages, 
because their industry is limited to fixed localities, and has nothing 
to fear from foreign oompetitioa. Thus, in the United States, 
masons and brickmakers have made from 11*. Bd. to 15s. a day. 
In 1873 they even reached 18«. lOd. a day. These conditions are 
to a great extent independent of Trades Unions. The strikes of 
masons in Loudon and of joiners in Manchester in 1877 were 
failures. The masters have answered the workmen's unions by 
powerful associations among themselves, which give them a power 
of resistance equal to Uiat of the strongest Trades Unions. To the 
strike they oppose the lock-out They insert in their agreemente a 
clause for relieving them, in case of strikes, from the obligalnon of 
fulfilling their contracte by the appointed time. As to the ezcloaive 

* Bee Book IV., obap. iii.. Diagram SS, p. UiCtDlnIc 
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spirit of the Trades Uniona, thej are no donbt wrong in forbidding 
piece-TCOrk, in demanding equality of wagea, in trying to pnt down 
freedom of labonr among their members, iu opposing machiDery, 
and in getting up strikes ; bat they have atnitdoned the 'nild 
theories formerly professed at Ghent and Lyona. In 1877, the 
president of the Trades Union Congress at Bristol denounced in the 
most energetic terms the ontmges which had taken place against 
mannfactnrers in Manchester. The following was the programme 
for 1879 of the Parliamentary Committee of the associated Trades 
Unions : — 

1st. Amelioration of the law respecting acoidenta, so that work- 
men and their &milies may be indemnified in case of death or injury 
dne to the negligence of the employer ; 

2nd. Beforma in the administration of jnstice : (a) Summary 
jorisdiction of m^istrates, with right of appeal eiui trial by jury, 
and diminntioD of useless imprisonments ; (i) Appointment of free 
referees; 

3rd. Codification of the criminal law i 

4.th. Keforai of the jory law ; 

5th. Extension of the Act of 1S75 respecting employers and 
workmen to ships whilst in British waters ; 

6th. Increase of the number of inspectors of f^toriea and work- 
shops; 

7th. Reform of the patent law ; 

8th. Abolition of imprisonment for debt ; 

9th. Certificatea uf oompetenoe for engine-drivera. 

Certainly we have nothing here but what is practical and 
admissible. 

In conclnsioo, Trades TTnions may do good service by collecting 
information as to the condition and future prospects of labour, 
Snch information will he a guide to the workman in his negotiations 
ifith bis employers. He will then nnderatand that it ia his interest 
that capital, that " sensitiTe and volatile element of production,"^ 
fihoald not emigrate abroad, for if it does, the purchasing power of 
his labonr mnat disappear. He will therefore not drive it away by 
his exorbitant demands. On the other baud, the capitalist will see 
that the workman must be paid as highly as the conditions of pro- 
duction will permit." 

We have given the pros and the cons, let ns now tarn ear atten- 
tion to the strikes which, according to Mr. Sevan, have taken 

place in England within the decade 1870-79 inclusive. 

' BrssBey. 
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LocAirriBS ind Trades Affsctbd. 



TmdBB. 


Town.. 


Weeks. 


Date. 




Hajwood . . . 


28 


1872 




Wolverhampton . 


27 


1877 




MancheBler . . 


52 


1877 


Cnrpeuten and Join«n ... 


Daafecmluie . . 


40 


1878 






31 


1878 




ShieldB. . . . 


Si 


1878 




MarthTT , . . 


27 


1874 






47 


1875 




Abeideen . . . 


67 


1875 




Btadloid . . . 


20 


1878 


Dock Lfttonrer. 


ahielde. . . . 


33 


1873 




South Wales . . 


21 


1876 




Burnley. . . . 


26 


1876 




Dronfield . . . 


96 


1877 


Uiuen 


Pembrokeahire . 


as 


1876 




Kinneil. . . . 


26 


1878 




Cliurch Lane . . 


36 


1878 




Man-vers Main . 


26 


1878 




Wisbaw . . . 


20 


1873 






2» 


1873 


InmwoAen 


Pftrkgale . . . 
Aberdare . . . 


22 

26 


1876 
187S 




Bradford . . . 


36 


1879 




aiaagow . . . 


20 


1870 




Dnmbftrton . . 


28 


1876 


Shipvrriehte 


Biinoorn . . . 


26 


1876 




Sondeilaud '. '. 


23 


1877 




26 


1876 


OloEB-irorkers 


aiaagow . . . 


33 


1876 




Alloa . . . . 


66 


1878 




London. . . . 


33 


1877 






34 


1878 


Mmodb 


Kirkcaldy . . . 


36 


1878 




Wigan . . . . 


30 


1879 




BaniBley . . . 


31 


1879 


EtoriDg.maken 


Sheffield . . . 


28 


1875 


Edinburgh. . . 
Newcastle. . . 


33 


1879 


f 


21 


1871 


Bngme-driverB ! 


A«htoii. . . . 


22 


1879 


( 


Belfast .... 


28 


1879 


Bailvft; Employes 


TaffVale . . . 


2S 


18TO 


Woikinen m Toboooo FMtorieB . 




34 


18» 


nnmbcuB 1 


Nottingham . . 


38 


1878 




37 


1876 


Compontora 


Dublin . . . . 


31 


1878 



P:h»G00^lt' 



THX LABOTTB XABKIT. 



NnuBBB or Stbiees. 











































































DnUTIOH 


r Stbikib 


2,362 
Wmta. 
























1,093 
















































orking aays (Joxmial of the StatUtieal Soeiity 


9.027 
Harcb, 1880, p. 46) 



The following have been the resalte, bo far as the writer baa 
been able to aecertaiii, which attended these Tarious strikes : — 





Nomber 
OtSlrikm 


LoM. 


Won. 


"sr 


as- 


Beanlt 






1 


8 


a 


11 




1871 








11 








343 








22 




1878 


S6S 










366 


1674 


386 










286 


1876 


246 


23 


17 


9 


49 


196 


1870 


229 


24 


16 


16 


65 


174 


1877 


180 


16 


7 


10 


32 


148 


1878 


26B 


43 


8 


15 


61 


207 


1879 


306 


73 


S 


20 


95 


318 


Total 


8,862 


189 


71 


91 


351 


2,001 



When production inoreases, the namber of strikes increases with 
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it ; daring a crisis they fftll off; as soon as the crisis is over tbej 
begin sgaiu. Tiiese figures show that the workmen in their strilces 
oraerre the law of demand and snpply of labour ; when the demand 
is weak, they submit; when it is strong, their pretenaioDs rise 

Some strikes, howevw, are entered upon withont hope of snccees ; 
th^ have been provoked by some injnstioe, i^insfc which the 
workmen wieh to protest. Snch strikes are the most heroic, and 
surely the most legitimate. 

Ont of these 2,352 strikes, 814 have been due to the ooiliers, 187 
to the carpenters, 151 to the masons, 127 to the iron-workers, 120 
to the cotton-operatives, 100 to the ship-builders, and 90 to the 
engineers and fitters. 

Within these ten years, strikes have oocnrred in only 111 trades, 
and Mr. Bevan remarks that it is " enconraging to have to record 
how few trades have struck compared with those that have not." 

Mr. Bevan has oalonlated the loss of wages resulting from 110 
strikes. Beckoning five working days to the week, and estimating 
the daily loss per man at four shillings, he makes a total of 
£4,468,950. The strike among the ship-builders on tho Clyde 
in 1877 atone cost £300,000 ; the strike of the Durham miners in 
1879 cost £240,000. These sums are not included in the total 
given above. If 112 strikes give a loss of more than five millions, 
what must the loss on the remaining 2240 amount to F And what 
of the indirect losses through depreciation of house-property in 
the districts liable to great strikes, through unpaid rents, through 
the accumulation of debt on the head of the workman, causing 
heavy losses to the tradesmen who have given him credit, and 
through sickness and physical deterioration and the sufferings of the 
wives and children ? Sometimes a strike absolutely destroys the 
industry in the place where it has broken out. This was the case 
vrith the dockyards at MiUwall.l Work migrated elsewhere. A 
slight reduction of wages for a short time might have saved an 
industry. A few months later, a reduotion of 20 per cent, is neces- 
sary, and even that comes too lat«. 

At the same time, it is only fair, in speaking of the waste and 
ruin prodnced by strikes, to draw attention to a very just remark 
of Mr. Howell's, the Parliamentary Secretary of the Trades nnione. 
If 10 or 20 per cent, of the workmen engage in a contest on behalf 
of the whole trade, the rest of the men will share in the benefit, 
and the loss should therefore be calculated on the whole number. 
If two hundred ont of a thousand men in a distriot go on sirike 
and obtain an increase of wages for the remaining eight hundred, 
and thus prevent fnture strikes, the advanti^ is obvious. 

> This {aot is disputed by Mr. BiMMyv , GtHlglc 
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The result of the diBonssiou at Uie meeting of the Statistical 
Society has been to show that nowhere else is the workmaa as well 
off as in England, and that hia condition has improved since the 
strikes. 

We mnst take into account the limited time which the norbmea 
have had ir which to organise themselvea. It is only for the last 
dozen years that the nnions have had a l^al existence. And yet 
we expect them to be qnite perfect, to commit do errors, to be 
carried away by no passiona, and to weigh with the most perfect 
accniKcy the conflicting interests of themselves and their employers. 
But are we so perfect, we, who exact bo much F Doea no sliade of 
prejadice overolond our intellect? Have we overcome that vanity 
which leads us to look on onrselTes as superior beings, and impels 
ns to resist, not only because it ia our interest, but because we are 
childishly ashamed to ^ve way P 

The strike is a mode of warfare, bringing with it all the de- 
structive consequences of war, ruin of capital, deterioration of 
machinery, distress to the workman ; but it is after all only an 
application of the law of demand and supply. 

The Trades-nnionists would be snrpr^ed if we told them " Yon 
are buying up the market. It was hardly worth while holding 
np the monopolists to CKCcration, if you were going to take their 
place and carry on the business." Yet what do ikej do ? They 
monopolise labour, they warehouse it, they prohibit its sale by 
retail. To strike, is to create a scarcity of labour. 

Labour becomes too abundant, its price falls too low, its pes- 
Beesors restrict their offers, just like a merobant withholding his 
commodities from sale until prices have risen. Bat be cannot wait 
beyond a certain time without the prospect of min. It is the same 
with the workmen and with their employers; both have to come 
to an agreement, measured by their respective powers of resistance, 
and always regulated by the law of demand and supply. 

I am simply writing a treatise on Economic Science; and my 
olgeot in going into these details is only to draw from them certain 
principles. With regard to the strikes in France, there is only one 
point to detain us. They have no oi^anisation ; there are no 
Trades-unions to support them. Yet we labour under such a 
weight of ignorance in matters of economy, that, no sooner does a 
strike occur, thao we imagine it a riot; and all the powers of the 
Stat«, the administration, the magistracy, the police, the gendar- 
merie, the anny, are enlisted against it. The painful reminiscences 
of Aubin and the Ricamarie are still in men's minds. If H. 
GambettA protested against the presence of troops at Crensot in 
1870, he did not protest against their presence at Anzin in 1878, 
aud at Boabaix in 1880. Whea the workmen refuse to work under 
couditium) which do not suit them, we call it insurrection. The 
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law of 1864, Du combinationa, is a hostile law, fnll of traps and 
pitfalls into which the strikers mnst needs fall whenever the 
GoTemmeot pleasen, H. Emile Ollirier pomponsly anDonnced in 
his report, " Absolnte freedom of combination to all classes ; and 
a rigorous repression of violence and frand." The maxim is jnst ; 
bat where does liberty of comhinaiion end and liberty of asiociafion 
begin ? ^ The strike is the only object for which the law allows 
workmen to act in concert ; and then in what a fashion J A com> 
bination at St. Etienne, having nominated a committee of siif^en 
members, was convicted of having formed an association of more 
than twenty persons, and condemned onder Art. 291 and the law 
of 1834. This law is still in force. 

If syndicates are now established, it is by virtne of a tolerance 
capricious and uncertain, as tolerance always is. There are not 
only many magistrates, bnt many potiticiftns, who entertain pretty 
mncb the same ideas as to strikes and workmen's associations as 
those to which M. Lepelletier gave utterance in his speech, made 
in 1867 as Public Frosecntor, t^ainst the operative tailors of Paris. 
" Tfae strike is a conflagration, disastrous and terrifying, bnt tran- 
sient ; that is extinguished alrt^y. The Association is the hearth 
from which fresh flames may burst to-morrow ; that must be ex- 
tinguished too." 

We for our part, on the contrary, demand liberty of association 
for the workman as for all other citizens ; it is a right ; and it has 
been practically useful in England. For the solution of all those 
irritating questions which arise between employers and workmen 
we can show that it is indispensable. 

Practical men, and economists who do not mistake recrimination 
and declamation for argument, think that the true means of avoid- 
ing strikes is the formation of great associations of workmen and 
employers. Mr. T. Wood Bnnning has shown^ that they will 
reduce the friction which arises where men are debating their 
respective interests; that the delegates of both parties, acting on 
behalf of their respective constituents, would insure to the arrange- 
ments decided upon the stability indispensable to great indnstrial 
enterprises. Hr. Brassey, too, shows how useful these nssociations 
might become in difl'using information as to the value of labour 
and the indnstrial situation. 

' The law of Fraace distinguiaheB between conlitioia {or combinations) and 
aiiociatioiu. The coalition in a temporary anion of workmen foe demanding 
higher wRgea or going on strike, and is permitted b; a recent law paseed in 
1664 ; the atiaeiation ie permanent, and, ander an old law unrepealed by the 
«iJHotaient of 1864, is illegal if its members exceed twenty in number. The 
Freuch Ghambecs have hod before tbem a proposnl, which will probably ehortlj 
become law, for grunting the Fieneh TraJes Unions {lyndicati pro/uiiontlt] a 
certain amoant of freeclum. 

" Joumatofthe Slatiilical Soeieti/.lSmch. 1880. i>,Gt.)0'jlc 
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All tbese argnmeats will appear incontrovertible, except to 
people who pretend that tlie best we-j of coming to an agreemeat 
is to misnnderBtaDd ea«h other. 

It ia by means of these aasociationfl, these Trades Unions, these 
ayndical chambers, that the laboar-market moat be organised. 

At the time of the joiners' strike in Uancbester in 1877, joiners 
were being paid in Manobester 8^. an honr, in Liverpool B^d., at 
Bradford 8d., at Lincoln 7}(2., at Lancaster 7d., at Cambridge 6|i2., 
at Gloucester 6d., at Winchester 5\d., and at Frome 4^d. 

Tbe labonr being tbe same, and the difTerences in the oonditions 
of ezisteuce very insignificant, this difference in wages proves that 
the laboar-commodit; has not yet been able to organise its oatlets ; 
for the prices of commodities, e.g. com, tend to a level in pro- 
portion to the development of &e means of transport, and the 
facility and rapidity of oircnlation. 

Now, man remains the commodity least easy to transport ; be is 
not always alone, he has a wife and children ; be is held back by 
ties of family and friendship ; by babit, by the dislike of uncertainty, 
by the inertia common to as all ; and finally, by the want of in- 
formation as to the state of trade in other places. 

In 1850 M. Max Wirth founded the Arheitgeber (Labonr-es- 
change),- JI. de Molinari attempted to realise the same idea in 
Belginm. Both enterprises were nnancceesfal. Their failure does 
not, however, prove the idea a false one. It accords with all those 
historic laws which we have explained and verified. The separation 
of the man from the thing, of the personality of the man from the 
sei'vice he performs, and tbe definition and limitation of this service, 
are nndeniable tokens of progress. Tbe slave was an article of 
exchange ; he belonged budy and sonl to his master, who conid 
require everything from bim, even bis life. It was little better 
with tbe serf; and the jonroeyman of tbe ancient gnild is still his 
master's liege man. To-day the workman gives nothing but his 
labonr. He sells a fixed and clearly- specified prodnot while he 
himself remains independent. He can think what he pleases, 
believe what he pleases ; no one calls him to accoant for bis life ; 
he bands over to his e^loyer a specified product at a fixed price, 
just as a merchant at Havre delivers Ut his correspondent in Paris 
a chest of coffee. The workman is a dealer in labonr. In plaoe 
o( the exchange, he has tbe strike. It is a coarse expedient, with 
none of those conveniences which tbe exchange possesses. In place 
of brokers there are, in some trades, registry ofiloea. Everywhere 
the labonr commodity is sold retail. 

In the Trades Unions we see tbe formation of a wboleiiale labonr 
market. Tbe committtes of the Trades Unions are real brokers, 



' See Mai Wirtt, Lei Loii du Travail, pp. 210-213. 
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whoae basiaess it iB to regalate the price of tbe commoditj labonr. 
When they enter into negotiations nith the commodity capital, 
they do not deal with the commodity labonr by retail, but 'whole- 
sale.^ It follows that they learn that labour mnat snbmit to the 
law ot demand and enpply, like every other commodity. 

The miners of Newcastle or^nised a general committee, and 
admitted the principle of a sliding scale of wages.^ It has since 
been adopted in other parts of England. The institntion of this 
sliding scale has ehown the workmen something of the difflcnities 
with which colliery manners hare to contend, and the canees of 
the differences between the price of coal at the pit's mouth and the 
price paid by the conanmer. Ont of the £1 5s. per ton paid by 
the London consnmer, only ie. 5d. reaches the colliery owner in 
Northnmbcrland or Dnrham. The wages of miners in England 
rose between 1871 and 1873 to 6s. 6d. or even 8s. Od. per day ; a 
crisis saperrened, and they fell to 2s. Od. or 2s. Gd. The shock was 
severe, but it was borne more easily than it would have been if the 
miners had not been kept informed of the economic sitnation. 

It is only by means of associations of this nature that qnestious 
like the following can be solved. A coal company haa six pits close 
together ; in one the coal is excellent, and easily obtained, and the 
pitmen can realise high wages; in the other five tbey cannot make 
as much. The only thing to be done is to strike an average. 

It is the glory of Mr. Mandella to have established boards of 
arbitration, and to have introdaoed the habit of referring to them. 
It has been the prevention of many strikes. 

The trade syndicates in France pursne objects similar to those of 
the Trades Unions in England. They date from 1861, and are the 
resnlt of the information acquired by the workmen at the Exhi- 
bition. Their delegates, in a memorial dated the 2nd of February, 
1868, and addresBed to the Minieter of Gommeroe, demanded : — 

1st. Modifications in the eomeils des prud'hommes. 

2nd. The repeal of Article 1781 of the Code Civil. 

8rd. The abolition of the livret. 

4ih. The rij^ht of public meeting. 

5th, The establishment of syndical ohambers of workmen similar 
to those of the masters. 

The French delegation at Vienna demanded : — 

1st. The institntion of legal commissions to inquire into and 
decide upon differences between masters and workmen. 

2ad. The introduction of a system of technical education more 
practical than that provided by the ordinary official course. 

The Workmen's Congress, held at the Salle Franklin, Havre, 

> Journal of the StatUtUal Society, Haroh, ISBO, p. 65. 

» Mr. T. W. Bnnniaa. ChjOqIc 
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from the I4tli to the 22nd December, 1880, voted the folloTring 
resolntionB, nader the head of Qneglitm du Salariat : — 

1st. Repeal of all lawa restricting association. Abaolote freedom 
of every open and public Association, with liber^ to adopt snch 
form as may be most convenient. 

Snd. Becogoition of syndical chambers as entitled to civil rights, 
and their admission to tender for public contracts. 

3rd. Revision of the law relating to prud'hom/me» ; their decisions 
to be rendered execntory within tliree days. 

4th. Abolition of r^istry offices, and snbstitntion of the offices of 
the syndical ohamberB. 

5tb. Admission of syndical chambers to give evidence i> Parlia- 
mentary inquiries. 

6th. Limitation of the working day to ten hoars at most. 

?th. Abolition of the Kvret. 

8th. An active supervision of wort in workshops and factories 
by inspectors from the workmen's syndical chambers. 

9th. Wages not to be reduced by fines or stoppages. 

lOtb. Workshop regulations to be approved by the syndical 
chambers and prad'hommes. 

11th. MastOTs to be forbidden by law to oblige their workmen to 
subscribe to relief funds belonging to their establishments. 

12tb. Labour in prisons to be abolished, and agricultural peni- 
tentiaries to be substituted ; labour in convents to be suppressed, 
pending the suppression of the convents themselves. 

13th. Abolition of the octroi, of indirect taxes, and of imposts on 
articles of consumption. 

14th. Imposition of a single tax on fixed capital, based on a new 
valuation. 

15th. Lastly, the Congress voted for the creation by the executive 
committee of a reserve fund for old age. A oiroolar to be addressed 
to all the syndical chambers, requesting their opinion on this 
important subject. 

Some points in this prcgramme are open to exception, and some 
show the old exclnsive mendicant spirit; others are admirable, and 
the revolutionary CoUectivists have found scarcely anything more 
to ask for at present. Moreover, the Congress paid extraordinary 
attention to the question of instruction and apprenticeship. 

The system of apprenticeship is almost everywhere nnsatisfeotory. 
The workmen all look on the apprentice as their servant. He goes 
the rounds, sweeps the shop, and picks up his knowledge of the 
trade hap-hazard, often amidst taunts and blows. Some workmen, 
far from helping him, regard him with an evil eye as a future 
competitor, who will bring down the price of labour and overstock 
their calling; and they would willingly rid themselves of him, in 
order to keep a monopoly of production. The syndical chambers, 
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by demaDcling the establishment of technical schools, give evidence 
of & great moral improvement. 

Lastly, these chambers proclaim freedom of labour. That ie the 
great thing. The odious despotism of the old gnild must not ha 
revived nnder the form of trade associations. It has been this 
frightful spirit of class and caate which has petrified for so many 
centnries the Eastern civilisations of India, China, and Japan. 

At the discussion on Mr. Bevan's work at the Statistical Society,^ 
Mr. T. W. Bnnning, the Secretary of the Xorthnmberland and 
Durham Colliery Owners' Association, who, from bis position, must 
be supposed to be a well-informed and experienced person, said, 
with u, sagacity which is only too rare, "Men of all classes have 
very mnoh the same pasaions, and we may fix a pretty equal per- 
centage of reasoDable and nnreasonable people among them. They 
are all inflnenced by the same motive — personal interest; and this 
personal interest does not prevent strikes, because neither of the 
two paiiJes can measure the interests of the other." In general, 
the masters think they do too much for their men, and the men think 
they do not do enough. Masters and men have the same prejudices; 
they canuot see that they are two contracting parties, buyer and 
seller. 

Many workmen think the masters are monfiters, who could pay 
higher wages if they pleased, and who do not raise them out of pure 
ill-will. This ignorance of economy, which is often shared by the 
masters, creates two kinds of prejudices. There springs up on the 
part of the workman a boon-begging spirit, which turns to hatred 
if it is not satisfied ; and on the part of the employer, the habit of 
making himself master too literally. Both substitute the idea of 
favour for that of justice. 

No doubt, from a moral point of view, we must admit that there 
are some excellent employers, who have done a great deal for their 
workpeople. They have turned to account their hereditary adminis- 
trative capacity, and the experience they have gained iu business, 
to provide tnslitutioDS for their men, such as the men themselves 
could never have created or even imagined. They have given them 
an interest in the extension of their business. As far-seeing 
calculators, they have not chosen to sacrifice everything to the 
present opportunity, and make a profit out of the poverty of their 
workmen by taking advantage of all the fluctuations in the demand 
and supply of labour. And then, in moments of discouragement, 
they complain, " We do everything we can for them, and they give 
ua no credit for it. They are an ungrateful lot." 

But in the first place, the effort made is not collective, it is 
isolated ; and secondly, it is the tendency of the workmen to aee 

1 Journal of the StaliitUal Society, March, 1880, , . 
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but one thing — the difference between the guns of capitEil in a 
thriring indnstry, and the wages of their own labonr; and they 
overlook tbe fact that if their wages were saddeuly raised, in how- 
ever slight a proportion, tbe gain woald soon fnm to loas. Beaides, 
thej do not consider the risk. They see tbe immeose profits made 
at a given moment, but they cannot calculate the average profit, 
allowing for the flnctnation of prices. Sometimes they ran np the 
cost price — " Eaw materal, so mnch ; my laboar, so mncb " — and 
tbink tbey bave made ft very clo^e calcalation; bat if tbe master's 
reckoning bad been no closer, tbe works would long ago have 
been closed, 'i'be workmen's ingratitade is not ingratitnde, but 



KmpkiyeTB and workmen mnst realise that it is their mntnal 
interest to nnderstand each other. Many have already done so. 
It is by common agreement that tbey most find tbe solntion of the 
qaeatione now pending between them. 

The manafacturers complained in the year XI, of the Republic of 
tbe workmen's habit of violating their articles of apprenticeship 
and contracts for work. Snch complaints are still heard from time 
to time ; bnt are not tbe employers themselves chiefly to blame for 
it P They all say, " I mean to be master in my own honse." 
Accordingly, tbey reserve their freedom ; they will not bind them, 
selves to long engi^emente. The conseqaeace is, that the workmen 
for their part get into the habit of not considering themselves 
epgaged, and wben the fancy takes them, when they think the 
moment favoarable for striking, thej stop work, walk off, and leave 
their master in tbe lurch. The employer has bis own contract with 
a third party. If bis workmen all at once raise their price, his loss 
may be very aerions. Suppose tbe stokers of one of the gas 
companies go on strike for a single day, a whole town is left in 
darkness. Or aappose the engine-drivers of a railway company 
refnse to work, they can snapend the traffic over a whole ooontry- 
side. 

In old times, the English workman could not leave his master at 
all ; bnt there is not much chance of bringing back that state of 
things ; and the employer is beginning to see that if he is to guard 
his own freedom of action, the men will take it into their own hands 
to gnard theirs, ilnd it is therefore his interest to make a solid con- 
tract. Accordingly, tbe more intelligent of the large mannfactnrera 
have recourse to varions contrivances for attaching their workmen 
to their establishments, providing hoases, alms-bonsas, and schools, 
giving bonaaes and increased wagea for long service, retiring pen- 
sions, and annual gratnities. ' The railway companies give oom- 
B to their agents. 
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The employers, who must have labonr, are as mnch intereated ae 
the workmen in the Bolntion of these qneetionB. Most of them bare 
not yet foand this ont, and yet they need bat glance at tbe facts to 
be oonviaoed of it. 

Ab we hav^ shown, capital increaaes mnch faster than popalation, 
at leaet in England, France, and the TJnited States. This propor- 
tion tends to increase as freah mechanical means of production are 
introduced. There will oonseqnently be a want of hands, for the 
demand for labour will outrun the supply. The capitaliBt will then 
have to do his utmost to procure the most productive labour possi- 
ble under the most favourable conditions possible. In another half 
oentnry, if no war shotild in the meantime occasion one of those 
terrible destmctions of capital which retard civilisation for years, 
the commodity labour will be scarcer tb&u tbe commodity capital. 

It may be said that there are still millions of bands at command, 
Are not the Chinese even now invading the United States P and 
after tbe Chinese, are there not the negroes ? There is not much to 
fear for the supply of labour. 

That is one side of the qnestiou. But people forget that the 
world is sot troubled with a plethora of population ; tiiat only tbe 
smallest part of its natural forces is utilised ; that it is but forty 
years ago that a great industrial revolution began to obange the 
conditions of production. Now, the farther we go, the more must 
natural forces tc^e the place of human ; the less important is 
mnscnlar strength, and the more important is intellectnal power. 
The more advanced races will take tbe whole intellectual direction 
of production, leaving the more disagreeable employments, which 
will be daily deoreasing in importance, to the less advanced races. 
Bat, thanks to the progressive applications of science, tbe prodno* 
tive power of human labour will go on increasing, and will a ugment, 
first the amount of capital, secondly, the purchasing power of capi- 
tal, and thirdly, the supply of capital And, since tbe value of 
labour is in proportion to the supply of capital, wages will continue 
to advance. 

Employers have too long regarded the workmen as their debtors. 
Already the reduction in the rate of interest, the difficulty of find- 
ing profitable investments, and tbe losses to which their foreign 
ventures have exposed them, have shown them that, if they mean to 
go on prodncing, they must allow a larger shu« to the other con- 
tracting party. Their own interest compels them to see that 
solidarity ia no empty word. Agriculturists are complaining of the 
want of hands. What is the meaning of this phrase ? That the 
supply of capital is greater than the demand for work. It will be 
increasingly so in all industries. The egoists and idiots who wish to 
enjoy all the advantages of society, on condition of having tbem all 
to themselves, may like it little enough, but it is none the less a 
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sign of progresB. Tbe omployers of laboni' will have to make 
advaDc«a to it, to paj it atteotion, as the small tradettman makes 
advauceB to the onstomer ; and tfaeee advances will take the form of 
co-operative aasociationa, of participation of profits, of provision for 
the edacation of children, for the sick, aad for old age. 

This solidarity abows itself already in several joint enterprises in 
which tbe workman is a real partneF. We cannot examine them in 
detail, but we may point ont certain prejudices which tend to their 
disadvant^e. For instance, the Trades Unions are averse to piece- 
work, and BO, in theory, are some French workmen ; mostly those 
who think that the workman sboald do as little work as possible, 
without considering that the less he produces, the less he can claim 
for his produce- To the honour of our country, we may say that 
only a very small minority prefer work by tbe day. With piece- 
work the workman feels himself free. He makes a bargain with 
his employer, who finds bim in raw material, tools, and motive 
power. So long as he delivers tbe piece at a given time and 
ander fixed oonditionB, he is independent. He works without 
supervision, and saves bis dignity. Pieoe-work maintains the dis- 
tinction between the man and the thing, the hnman individnal and 
the utility he produces. It specifies the function of the man, who 
owea a filed aervice in retnrn for a fixed price. Piece-work is one 
of the progressive forms of tbe organisation of labour, and, in large 
undertakings, it begins to be substituted for other modes of labour 
wherever it can be applied. 

At Crensot and at Terrenoire it has been observed that the work- 
man engaged on piece-work does not work harder, but be works 
more intelligently. His work is said to be 75 per cent, better, and 
he earns 50 per cent. more. Both parties are gainers, the work- 
man by 50 per cent., and the employer by 25 per cent. 

At Gail's factoTT the workmen are engaged d Vaffutage, that is, at 
so much an hour for the work they do. Each one becomes a con- 
tractor, has his own implements, work-bench, steam, and share of 
accommodation. ^ It takes four workmen to fit an engine ; sup- 
pose their united wages for the job to come to £32, they will be 
divided thus: first, each man will be paid so much per boar ac- 
cording to his ability; secondly, he will be paid according to the 
number of hours he has worked; thirdly, the balance of the £32 
will be divided among the workmen in proportion to the wages 
they receive. There are no anb-oon tractors. 

In the next case, we find little groups of men filling the place of 
aub-contractors. In the slate quarries of North Wales, three or four 
men form a co-partnery, and undertake to extract slates from the 

' The iTorbman fiuds the small toola himeelf, while steam and macbineiy are 
providad by the employer. .-, . 

D,g,t,7P:hyL.OO^It' 
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portion of the quarry assigned to them, at ao mnch per tbonsand. 
These men form a third of the total nnmber of norkmen. The rest 
Hre employed by them. The qoarry owners supply the more ezpen- 
Bive implements, while the associated workmen find the powder and 
small tool a. ^ 

There are two kinds of labonr : servile labour, enforced by chains 
and whipping ; and free labonr, stimnlated by pride in one's work. 
It is needless to say which of the two is the more nrodnotive. 
Time-work ia a relic of servile labonr; piece-work is the highest 
expression of free labour. It is the beginning of association. 

Ar a proof of the efforts made towards the common agreement of- 
which we have been speaking, we most note the participation of 
workmen in the master's profits.* 

A Qerman economist, M. Tict«r Bobmert, head of the statistical 
department in Saxony, has gone into this subject in detail. He in- 
cluded in his inquiry 120 establishments in difiereut countries, under 
different conditions, and representing different industries. The 
following are the conclusions he has come to : ' — 

Ist. The participation in profits works well in almost all oases, 
and raises both the material and the moral condition of the men. 

2nd. The system cannot, of course, be preached as a panacea for 
social maladies, or as a concession to absolate justice ; it is simply a 
thoroughly understood system of wages, the adoption of which, in 
the minority of oases, and aooording to the nature of the employ- 
ment, may become as proStable to those who find the work as to 
those who find the labonr. 

3rd. The idea of adopting this system is always fair and reason- 
able, but its application does not admit of a rigid adherence to one 
particular form or method. On the contrary, several difierent 
forms may be adopted concurrently, for the purpose of gradually 
improving the system of remuneration. 

4th, The great variety of circumstance exhibited in the special 
reports by the various indnstries proves how much depends on 
places and persons, nnd shows that each case should be dealt with 
on ite own merits and according to its peculiar circumstances. Each 
enterprise is a little world in itself, and demands a special develop* 
ment, as well as united action on the part of those concerned in it. 
It may be laid down as a principle, that participation in its highest 
form demaods of each person concerned more effort as well as ' 
superior practical skill. 

5th. In order to apply the system snccesafnily, attention must be 
paid to the following conditions : — 

' Foreign Work and Engliih (Vagei, b; T. BroBsey, p. 243. 

> Dulletin de la Participation avx B^ngjicei, 2ud year (Librairie Chaix). 

* An analysis of this report will be fouud in the Journal da Economitta lor 

joij, leeo. 
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(a) The participatioii most be so arranged aa to establish a real 
and practical commuDity of interests between masters and men, 

(b) The question ol wi^s is independent of that of proGts. 
Wages can only depend on variationB in the labonr market, and not 
on the rate of profits. 

(c) In making the general estimate, the indnstrial and com- 
mercial sides of the qnestion mast be kept apart, and there mast be 
no mixing np of the separate qnestions of labour, capital, and the 
object of the enterprise. 

(d) It is well, in apportioning shares of profits, to take into con- 
sideration the total remuneration received by each person interested, 
and even, in some oases, the time spent in the employ of the firm or 

(e) As large a portion of the profits as possible should be divided, 
in order that the shares may not be so small as to be a matter of 
indifference to the men. 

(f) As many of the men aa possible shoaid be made sharers in 
the profits; and their share sboold be made independent of the will 
of the master or of any fresh director. 

{g) In every enterprise formed on this principle, an adequate 
reserve fond should be set aside ; first, to meet extraordinary repairs 
of bnildings or machinery; secondly, to make good possible losses. 

(A) The shares should not, as a mle, be included ia the general 
expenses, and they should hear interest ; but it should be provided 
that at the expiration of a fixed term of service, or in domestic 
emergencies, or for haying a hoase, or daring prolonged at^nation 
of trade, the men should have a right to receive the share of proSts 
standing to their credit. 

6th. It is the essential object of this system to invest each indi- 
vidniil workman with a certain amount of capital, so that he may 
gradually and quietly pass from the position ol' a wage-earner to 
that of a capititlist, and have his modest share in the public pro- 
perty. The sooner this object is attained, the sooner will the pre- 
vailing hostility between masters and workmen be put a stop to. 
But it is for those who have proved the strongest in the ati'nggle 
for existence to be the first to set about removing this hostility. 

Some nndertakings of this sort have failed. One instance qnotod 
ia that of Briggs' Colliery, where the men were admitted to a share of 
the profits, bnt only after a dednction of 10 per cent, for interest on 
capital, irrespective of the rate of profits realised ; and, thia being 
fonnd too moderate, it was presently raised to 14 per cent. Under 
these oircnm stances, the workmen found the idea of participation 
somewhat illusory ;*and they were perhaps not wholly wrong. The 
system was started in 1865, and abandoned in 1875. 

When we hear of a failnie, we mnst look into its causes ; and 
when we hear of a success, Tit- mnst aak whether it is of a nature to 
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justify the general adoption of the system. Here liea tlie diSictilty 
of queBtioDB of thia kind. Take the case of the norkmen. engaged 
ia ike constraction of a railn'ay or a Iiarbonr, or piercing an isthmus 
like that of Suez or Panama. The works are mortgaged perhaps for 
millions of poands sterling, they will take years to finish, and not 
till then can the contractors and capitalists know whether they are 
to gain or lose by them. In the meantime, the workmen mnst be 
lodged, clothed, and fed. In a case of this sort, they would hardly 
care for a share in profits which might tnm out to be losses. 

The nagea system will never die ont, because there are plenty of 
people who prefer the seonrity of the present to the chances of the 
future. 

In France there are many workmen who have a little capital; 
^^7 g^t it from their parents, country people who have bought 
land, or as a dowry with their wives, or by their own saving. 
What do thoy do with it P Many of them know perfectly well that 
it is far more advantageous for them to remain plain workmen than 
to set np on their own account. They Bee for tbemKelves that the 
management of capital is not the easy matter that people who have 
never had it imagine. They put their money in State or municipal 
loans. At Koubidx they join in dozens and half-dozens to buy 
lottery shares. If they have luck, they divide the prize in propor- 
tion to the amonnt contributed by each. 

A wage-earner here is a share-holder there. It is the same with 
all of us who live by our work and are paid for it. 

Accordingly, we mnst be on our gnard against wishing to limit 
the combinations of capital and laboar to one fixed form. The 
forms are as varied as the kinds of production. But we may safely 
affirm, without fear of deluding ourselves or others, that, by the 
force of things, some agreement of this kind will be Iwought about. 
Workmen will learn to read, write, and reckon, to think, and to 
speak; they will know how to fight for their own interests. Yes- 
terday things were different ; they bad to submit to the will of a 
man who not only had the money, but know how to use it to hie 
own advantage, and who enjoyed all sorts of legal privileges. Bat 
to-morrow will not be like yesterday. 



CHAPTER IX 

CO-OPBKATtON. 

We now come to the most important indnstrial transformation 
which has been attempted this century, — co-operation. 

It is a good thing for ih» workman to have a capital outside 
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himself in addition to his bodily forces. Bad how is be to get it ? 
Prudent people eay, " By Baring." 

Bat, as Tre have said before, saving is a depressing passion. It 
is all very well for a well-fed, well-clothed, well-bonsed man to tell 
other people to Bave — ^that is, to deny themselves. It is the 
doctrine of relif^ions asceticism. Once started on this road, why 
not hold np to the workman's imitation the hermits of the Tbebaid, 
or the fakirs of India? Does not privation weaken the most 
robust ? Does not insQ fficient nourishment mean loss of force ? 

Englishmen have not the frugality which is so mnob admired in 
the French peasant. They seek the same end in other ways, and 
they find it in other ways ; in ways which at first eight perhaps 
seem paradoxical — in co-operation, which is saring through spend- 
ing, you buy what yon want at the stores, at the cnrrent price ; 
the difference between onrrent price and cost price is profit ; the 
profit is saved and becomes capibit, and this capital may be used to 
fonod indnetrial establishments. 

In 1826 the Go-o^eraiive Magazine said in bo many words, " Mr. 
Oweu never proposed that the rich ehonld give of their riches to 
the poor; he claims that the poor shall be placed in a position to 
create new wealth for themselves." 

Co-operation in England has mn throngh three sb^s: the 
entbneiast st^e, from 1821 to 1830; the socialist stage, from 1881 
to 1844 ; and the practical stage, beginning in 1844 with the foan- 
dalion of the celebrated association of the Rochdale Pioneers. 

The atory of this association is alvrajs being told, and it cannot 
be told too often. At the ontset, twenty-fonr workmen contributed 
one poniid each ; in 1878, there were 10,187 members, the capital 
was £292,344 ; the amount turned over in the year, £300,000 at 
least, and the profits in 1878 alone, £52,694. No one was allowed 
to pnt more than £200 into the society. 

In 1863, Mr. Abraham Greenwood, President of the Rochdale 
Pioiieera, established in Manchester a "Limited Liability Wholesale 
Co-operative Society." It isanaggr^atiouof smaller societies, each 
member of which snbscribes only five shillings, so that a society of 
a hundred members has a hundred sharea, a society of five hundret.! 
members five hundred shares, and so on. This society has now 
three factories, one at Leicester, which makes 300,000 pait^ of shoes 
a year ; another at Ornmpsall, for biaenita, sweetmeats, and dry 
soap ; and a third at Dnrham, for soap. It has butter warehouses 
in Ireland ; it has a bank with deposits amounting to £6,000,000 ; 
in 1864 it had 18,337 shareholders, and in 1878 it had 300,000 
shareholders, with a capital of £405,599, and efieoted sales to the 
amount of £2,739,581. Its profits had risen to £33,350- 

Nevertheless, the regular development of co-operative sooietiea 
lias been surroanded witb difBculties. They have had no legal 
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existence. The managers conld go off with the casb-boz, ftod when 
the case came into court, they were acqaitted.^ Sometimes the 
society has grown too rich, and sot knowing how to lay ont its 
capit^, it has obliged its members to withdraw it.^ 

The object is to oiganiee productive »ssociationa. They may be 
organised on vmona principles. In some societies, as in that of 
the Uanchester printers, all the capital is subscribed by the stores; 
there are no individnal shares. 

In Lancashire, the co-operatire societies have become proprietors 
of a considerable namfaer of joint-stock concerns ; and althoagh 
their sncceSB has not been altogether unchecked, the French Protec- 
tionists quote their returns to show what profits can be made. 

The division of profits may be variously arranged. As a rule, 
they should be divided between the managers ; the workmen who 
form the society, in proportion I« their respective salaries ; and the 
customers, in proportion to the value of their pnrchases.^ 

From Mr. Cowen's Parliamentary Report on Co-operative So- 
cieties in England, it appears that there were, in 1877, 12,000 of 
them in the United Kingdom,* In England alone, not including 
Scotland and Ireland, they had, at the end of 1873, a share capital 
of £5,347,199, a deposit capital of £692.478 ; their receipts during 
the year had been £18,460,758 ; and their net profits £1,565,497. 
They numbered 499,584 members. 

The Eeport of the twelfth annual Congress of Co-operative 
Societies, held in 1880, gives the details of the operations of sixty-six 
societies for 1878 and 1879. The following are the totals : — 
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1878 .... 

1879 .... 


2,681,501 


£8,871,247 
8,090.180 


£672.009 
683.491 



These Ggnres attest the formidable extent of the business opera- 
tions of these societies ; and it must not be foi^ttou that 
co-operation has only existed for forty years. 

The success of co-operation has eiven rise to some illusions in 
France. Frenchmen, whose att«ntiou was attracted by the mar- 
vellous Buccessea of the Rochdale Pioneers, saw only the thousands 
they had made, and overlooked their labours, their struggles, and 
even the very principles of their organisation. They thought there 
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* Ibid., vol ii,. p. 113. 
■ Ibid., vol. ii., p. 123. 
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was some magic in the word "co-operation;" they took it for a 
pfailosopher'e stoae whict would tarn everftbiDg to gold. Bnt ifc 
IS not the name that makes the gold, bat the thing ; yon do not gefc 
what yon want by gilding a word like an idol, and then invoking it, 
bnt by putting yonr own ahonlder to the wheel. Unlnckily, they 
expected a miracle ; no miracle came, and nnreflecting enthnsiasm 
was followed by the apathy of disoonragament. 

Nevertheless, some co-operative Bocieties have prospered. There 
is one at Houbaiz, founded on the Englieh model, for an nnlimited 
period. Having saved by expenditure, it has made an arrangement 
with Le Nord Insurance Company, and bnya houses for its members.* 
At Kheims, a co-operative society for baying articles of consump- 
tion has been in existence for thirteen years, and haa now fifteen 
branches in the town, and is in a floarishing condition. At 
Pnteani, there is a simiUar society which is doing well. 

Insurance companies make oonsiderable sacrifices by way of 
commission. Ever since 1865, M. Engel Dolfns has had the 
■ effects of all the workmen in the employ of the firm of Dolfos-Mieg 
insured. The insurance agent goes throngh the rooms, asking who 
will insure. Some accept, some decline. Those who accept gain 
Tery considerable advantages. 

Jn Prance, co-operation is still feeling its way. B^t the time 
lost will soon be regained, if workmen will study economic facts 
instead of working themselves up with metaphysical declamation. 

One of the obstacles to the success of co-operative movementa, in 
England, as in France, haa been the workmen's contempt for ad- 
ministrative capacity. They often choose the greatest talker instead 
of tlie beet man^er.^ They often concern themselves with matters 
which have no bearing on the prosperity of the association. Then 
again, the workmen, not seeing the need of highly paid administrative 
skill, deprive themselves of the services of men really fitted to take 
the direction of their affairs. Mr. Brassey observed that the 
secretary of the Conncil of the important Trades Unions of Glasgow 
' receives only £10 a year, and took it as indicating a profound 
ignorance of economic laws. 

Tho following resolution was passed at the Congress of English 
Co-operative Societies held in 1877 : " The Congress remains firmly 
convinced that co-operative societies should be based on the 
principle of reconciling the opposing interests of the capitalist, the 
workman, and the bnyer, throngh the equitable division of profits 
among them." 

I cannot close these remarks better than by quoting a few 
passages from the work of Ur. Holyoake, who for forty years has 

> The Tempi tor Jul? 23rd, 1880, giTea the rolei. 

* HiiUiry of Co-c^eration, vol. ii., p. liO. / - iiili> 
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been sctivelj concerned in the English co-openttive moTement, and 
has had sn important, share in determining its leading featnreg. 

" Co-operation seeks the material means of growth. It bnsbanda 
prorisioDS for its members by creating stores, and sapplies articles 
of ntility by irianafactnres; it &im8 at the ownerehip of land and 
vessels -, itbnilds; it engines in commerce and farming operations, 
with a view to the self- employment of its members ; it provides for 
their edncation and self-government, that society may be self- 
saatained and self-controlled. Its means are capibil and industry. 
The capital it saves by economy or hires, nsing it as an agent, 
and paying it its fair market value as each, and paying it no more. 
Its policy is to divide the entire profit made by thought, skiU, and 
labour, equitably among those who produce it. This is what 
co-ojieration means, and the natnre of the principles which will 
inflaence the fntnre of industry."^ 

" Workmen have their affairs in their own hands now, and they 
will learn to clear their way, and to pay their way, as the middle- 
class have learned to do.' 

"The instinct of co-operation is self-help. Ooly men of inde- 
pendent spirit are attracted by it.^ ... I have proved, as I 
have proceeded, what I said in the beginning, that it aske no aid 
from the State ; it petitions for no gift from individoala ; it dietnrbs 
no interests; it at^cks nobody's fortune; it attempts no confisca- 
tion of existing gains ; hut stands apart, works apart, cleats its own 
ground, gathers in its own harvest, distributes the golden graia 
equitably among all the husbandmen ; aud without needing favours 
or incurring obligations, it establishes the indnstrious classes among 
the possessors of the fruits of the earth. "^ 

llie fntnre progress of co-operation will depend on the nnion 
and perseverance of those in whose bauds the movement may be. 



CHAPTBB X 

GOMCLUSIOS. 

Fbou this assemblage of facte, we may draw the following con- 
elusions. 

Production will take many and various forms whioh will change 
the conditiouB of labour. From this time forward, mannfactnrers on 
n small scale will obtfun from those who deal in motive force a 

' Holyoake, Hiitory of Co-operati«n, vol. iL, p. *43. 
' Ibid., -vol. ii., p. isi. 

* Ibid.. ToL u., p. 463. 

* Ibid., vol. a., p. 465. f- I 
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Bbare in the advantages enjoyed bj mannfactnre on a large scale. 
The invention of small motors is everywhere a desideratum, and oiie 
of these dajs it will be realised. With improved means of tnuiR- 
port, it TCill be less neoeBaary for indasbrj to congregate in tlie 
towns. The utilisation of hydraulic force, and the power of trans- 
porting force to a distance will change some of the existing con- 
ditions of the workshop. 

Bat, however 70a maj maltiply theoretical combinations, yon 
will find two characteristics of modern indastry always the same; 
1st, division of labonr ; 2nd, the constant predominance of industry 
on a lat^e scale. Whether these charaoteristics recommend them- 
selves to individual tastes or not, is not the qnestion. They exist. 
and the workman had better not waste his time in complaining of 
them, bnt try to tnm them to the best advantage. The State is 
powerless to put capital into the hands of the workmen. They can 
have it only by their own exertions, and by ot^anisation of one sort 
or another. Their aim shonld be to establish an eqnitable iiiter- 
oliange, instead of expecting everythiog from an equitable distribu- 
tion. They shonld set themselves to strengthen all those aeaociations 
which make it possible for them freely to discuss the price of their 
labonr and to insure their fntare. 

And, above all, we commend to their observation the law they 
have so oft«n disregarded — that the form of association approaches 
perfection in proportion as it recognises the distinction between 
interests and persons. 

Let them remember that all liberties are sommed np in one — 
freedom of labour. 

We must seek to realise — 

1st. The organisation of the labour market throngh trades 
nnions, trade syndicates, labonr exchanges, and Joint committees. 

2nd. A better agreement between employers and employed ; 
secnrity guaranteed by the employer ; and a more binding system 
of contract. 

Srd. The establishment and development of co-operative societies. 
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BOOK V. 



EXPERIMENTAL ECONOMICS. 

In Book I. we defined the terms ased to ezpreaa the principal 
pheDomena of (economic S' ' 

In Book II. we 

la Book in. 
latiDg capital. 

In Book IV. we considered man himself aa an 

In Book V. we are to study the various ayatem 
to satisfj bis economic require mentu. 



LANDED F ROPE BIT. 



Lahbed property has, especially within the last cent.nry, been made 
the Bnbjectof the most passionate discussion. Like the physiocrats, 
the great majority of people in France are so accustomed to look on 
landed property as the only property, that they have got into the 
hahit of omitting the adjective. TJtopists and Oonaervatives, the 
jmiletarial and the bourgeoisie, have, ench in their tnm, shown 
equal ignorance in accusing and defending it, in attributing to it all 
good and all evil. They have all started with Bioussean's declaration, 
"The man who first took it into his head to enclose a piece of land 
and to aay, ' This ia mine,' and who fuund other people simple 
enough to l>elieve him, was the real founder of civil society." 

To the Utopist, this enclosed ground was Eve's apple, the original 
sin from which all subsequent ills have sprung. The bourgeoie, who 
thought of nothing but his houses and farms, did not dispute thie 
theory of their origin, bnt contented himself with saying, "Eve's 
apple ^reea with me very well, and I am going to keep it," 
Lamartine exclaims, " I know no man in France who revei^ceH 
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property aa I do; I regard it as a divine principle, as the law of 
God, and not of man." ' All djapntes aboat property bave turned 
on this question ; Had the Adam of property the right to enclose 
his land P It ia the characteriatic of scbolaatic dit^pntants to 
wrangle endlessly about hypotheses, nntil it occurs to some one to 
test tbe bypothescB tbemaelyea. 

Houasean'a theory of property has generated Ricardo'a theory of 
rent (1817). Ricardo imagined the first owner as taking the beat 
land himself and leaving the worst to others. Here ia whut he 

" Suppose land, — No. 1, 2, 3,— to yield, witb an equal employment 
of capital and labour, a net produce of 100, 90, and 80 quarters of 
corn. In a new country, where there ia an abuodance of fertile land 
compared with the population, iind where therefore it ia only 
neoeaaary to cultivate No. 1, tbe whole net produce will belong to 
the cultivator, and will be the profits of tlie stock which he advances. 
Aa aoon aa population had so Tar inci'e»sed as to make it necesaarj 
to cultivate No. 2, from which ninety quartera only can be obtained 
after supporting the labourers, rent would commence on No. 1 ; for 
either there must be two rates of proQt on agricultnr.il capital, or 
ten quarters, or the value of ten quarters, must be withdrawn from 
the produce of No. 1 for some other pnrpoae. Whether the pro- 
prietor of the land or any other person cultivated No. 1, these ten 
quartera would equally constitute rent; for the cultivator of No. 2 
would get the same result with his capital, whether he cultivated 
No. 1, paying ten quarters for rent, or continued to cultivate No. 2, 
paying no rent. lu the same manner it might be shown, that when 
No. 3 ia brought into cultivation, the rent of No. 2 muat be ten 
quarters, or the value of ten quarters, whilst the rent of No. 1 would 
liae to twenty quarters ; for the cultivator oF No. 3 would have the 
same profits whether he paid twenty quarters for tbe rent of No. 1, 
ten quartera for the rent of No. 2, or cultivated No. 3 free of all 
rent." 

Ricardo decides that " Rent ia that portion of the produce of the 
earth which ia paid to the landlord for the use of the original and 
indestructible powers of the soil."' 

This theory is based on tbe theory of final causes. It presup- 
poaee that the earth was created for the use of man, and that con- 
aeqnently man had only to occupy it for it to bear him what be 
wanted. 

Now, we find, on observing the facts, that fertile landa are fertile 
for tliomselves, and not for man ; they are covered with trees, shrubs, 

■ Speeoh on the Preamble ot tbe Conslitnlion. 

' Princiflei of Political Economy, ohap. ii., p. 63, Snd edition. 

' iUd., p. 47. 
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or herbage ; thej are nuirBliy, miasnifttic^ liable to innndatioii, the 
haunt of wild beasts and repbiles. Before man can avail himself of 
flieir fertility, he has first to free them from their natural products. 
This preliminary labour demands a vast outlay of strength, time, 
tods, and often of combined labour, and a considerable absorption of 
circnlating capital. It is easy enongh to say, " This land is mine." 
The difficolty lies in the occapying it. 

A glaocB over the vast tracts of fertile land still an appropriated 
might have been enongh to prove this truth ; bnt people have pre- 
ferred to carry on endless disoasstons on the theory of rent. The 
American economist, Mr. Carey, who had opportoni ties of observing 
the manner in which land is appropriated in a new country, was 
the first to assert that appropriation, instead of beginning with the 
most fertile, begins with the least fertile land. 

Man, weak and isolated, reqairing a prompt retnm for his Isbonr, 
clears first the dry Arable uplands, where there is no laiariant 
vegetation to encoant«r. The first English colonists in America 
settled on the sterile soil of Massachnsetts, and founded the colony 
of Plymonth. In New York State, Manhattan Island was first 
cleared ; and in ascending the Hudson they Icept always to the high 
lands, leaving the richest land, which requires most labour in clearing 
and draining, nnoccnpied to this day. The same phenomenon 
appears everywhere, in New Jersey, on the Delaware, in Georgia, 
Alabama, Florida, and along the banks of the Mississippi, millions 
of acres of which are covered with splendid trees. It is easier to 
fril the little pines on the hill-side than to get rid of this exuberant 
vegetation. The first colonist of Wisconsin planted himself on the 
highest land, known as the Great Bampart. It has passed into a 
proverb in the United States, that the damp prairies are the terror of 
the first emigrant, and make the fortnne of the iaat. Tbns it is that 
the poor lands of New England have enriched their owners, whilst 
the rich lands of Lower Virginia and North Carolina, of which the 
Dismal Swamp forms part, have nob yet been brought under onlti- 
varion. 

Hnmboldt records the same state of things in Mexico. The 
vegetation along the narrow plain which skirts the sea-border 
is magnificent but fatal. Accordingly, the Spaniards used this 
plain only as a stepping-stone to the upper regions, where the 
Indians preferred maintaining a laborious existence by ^riculture 
to descending into the plains. All through Mexico and Pern, the 
advanced po^ts of civilisation are confined to the table-lands. It is 
the same in Costa Hica and Nicaragua. Quito is bnilt high and 
dry on the hills, not down in the valley of the Orinoco. There ia not 
a single town on the bankd of the mighty Amazon. 

Whence came the Aryan peoples F Ihadition is not far wrong in 
making them descend from the mountains. When £gypt was at 
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the heigbt of her prosperitj, the Delta waa cnltirated ; but in her- 
decadence the canals nere alloi^ed to orernoiv and the Delta waa 
deserted. 

In England, the Lincolnshire fens are the lands most recently 
bronght under cultivation. They are also the moat fertile. What 
was the largest town in Oanl at the time of the Boman conquest ? 
Antnn. Where did Vercingetorix concentrate all the effbrta of the 
Gallic peoplo r* IntheMorvan. It is in Anvergne, in the Cevennes, 
and in Brittany, in barren and monntainoua cuantries, that we find 
the most traces of the Roman occapation. Dnring the frightful 
distress of the 14th and 15th centariea, the Beance relapsed into 
forent. Look at the fat pastures of Holland, won from the sea ; and 
at our own riob polders, slowly and laboriously reclaimed ! 

Man appropriates the land he can cultivate, not the laud he 
would prefer to cultivate. 

Such an occupation of the laud is very different from the imag- 
inary process described by Boussean. Moreover, private property 
ia the most recent form of property,^ No such thing eiist«d in 
primitive times. The soil at first belonged to the horde that covered 
it. Then, going a stop higher, it belonged to the family, the tribe, 
the Greek ytfos, the Latin geTte, the Celtic clan, the German 
eogtiatio. We find this system of collective property existing in 
China before the year 2205 B.C. It still exists in some outlying 
provinces. It is stamped on the traditions of all Oriental races. 

The labours of Mommsen have shown that the agrarian commune 
was the primitive system of Italy. It still lingers in popalar 
tradition as the golden age. It made way for the collective 
property of the family or gem. The intervention of the State in 
sales and beqneata of land ia explained by the idea that the trans- 
xuisaion of land is a public interest, which cannot be subject to 
private caprice. Private property dates from Nnma ; and side by side 
with it existed the ager publieus, or common domain, which later on 
was monopolised by the patricians. 

Among the Germans, hereditary property included only the honse 
and the close sarronnding it (terra salioa). The common land was 
culled the mark. Each family was entitled to the temporary enjoy- 
ment of a share in each of the divisions of the mark, but had no 
permanent or hereditary right over it. Individnal ownership 
appears only in the allod of the Saxons after the Boman occupation. 
The copartnership of the family among the Germans is evidenced 

' De la Primriits ct de it* Forma Primitivet, by M. Emile fle Laveleye. 
Ancient Law, by Sir H. S. Maine. Urigin of Giviliiation, by Sir J. Lubbock, eto. 
(See Menier, Aveiiir EcomnaiqtK, vol. i.. Book T.) M. Letouroean, iu bis Socio- 
logie, pp. 284, 391, does not fully admit tbi» law. He quotes iustaaoea of 
private ownership in Australia, in Tahiti, and among tha Eabylas ; but they do 
not really invali^te the law involved in the facta we are conaideniig. i , 
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by — 1 at, the faida, or venvelia; 2mA, the obligation to pay the 
ioehrgeld, or oomposition for military service ; 3rd, tho guardian, 
ship of the mundufdd, or chief of the family ; and 4tb, hereditary 
seisin. The whole family being proprietors, there naa no anccessioD, 
bnt continuity of possession. 

Family commnnities, nnder the name of aoeietea taisiblei (tacit 
eocietiea), existed till the end of the middle ages, and a few are even 
now to be found in the lITiveraais, Anvergne, and tlie Bonrbonnaia.^ 
England was origioally occupied by agrarian commnnities ; bat 
her social organisation became modified daring the Anglo-Saxon 
period ; and fay the time of the Iforman invasion the mark Iind 
become the manor. The feudal system gave to the lord the forests 
and pastures which had remained undivided amongst the villagers. 
The meadows were apportioned annually among the tenants. The 
arable land became private hereditary property. Bat all the cds- 
toms of the early agrarian commniiity were maintained. Every 
peasant had his lot in each field of the agricultural series ; cultiva- 
tion was co-operative. 

Id the Russian mir we find ourselves in actual contAot with the 
earliest idea of property under patriarchal rule. " The patriarchal 
fHmily," says M. de I^veleye, "is the basis of the commune ; and 
the members of the mir are generally considered as descendants of 
a common ancestor. The ties of family have preserved among the 
Russians a power nbich they have lost elsewhere. The family i» 
a sortof permanent corporation, under the almost absolute authority 
of a chief, called the elder. AH goods are in common; houses 
garden, fumitnre, crops, are the common property of att the mem- 
bers of the family." Every one koows what has been the outoome 
of this organisation, maintained down to onr own time by the 
despotism of the Czars. The Russian peasaiit is ignorance itself. 
His ill-used wife has to perform the hardest and most fatip;ning' 
labour. Russia, with her rich soil, has the feeblest agricaltural 
production ; she is two thoosand years behindhand in her processes ;. 
the caltivator reaps only three or four times wbat he has sown. 
Bnt since the emancipation of the serfs, the patriarchal system lias 
shown a tendency to fall to pieces. "The feeling of individual 
independence nndermines and destroys it." The yonng people- 
ob^ the Elder no longer. The married son wants a homo to bim- 
sell^ and each couple forms a separate household. Among the- 
South Slavonian races, and also among the German Swiss, there 
are still family communities forming the basis of the land system; 
bat these communities are scattered by the approach of a railway. 
Now propose this system to the French peasant; say to the young 

' See Diipm tor an aacotral of the Comntunauif iUi Jault, visited by him in 
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man about to marr^r, " Ton. are to go on living with your parents, 
TODi* brotbera and Biatera, yoar brothers-in-law aad yoar siaters- 
in-Iaw ; and yon can all help in cultivating the oolleotiye property." 
He will tell yov fast eaongh, " We want our independence." 

These facts are not in accordance witb the statement of certain 
«ollectivists, ^ that " yon may almost meaanre the degree of civil- 
isation by the extent to which collective appropriation has taken 

This being ao, what bcconies of Bioardo's theory of BentP of 
Prondhon'a assertion, that " property la robbery ? " of the law of 
1S49, prohibiting onder heavy penalties any discoasioa of the prin- 
ciples of property P 

Property, then, has not always poBsessed the pnrely individual 
character with which Roossean invested it. It began by being 
collective and undivided ; and in proportion ae civilisation has pro- 
gresBcd and individuality hag become stronger and more self- 
conaciouB, it has become individualised. There is no place for 
metaphysicftl qnestiona as to the right of property, or for mutual 
recriminafciona. Landed property, like all other property, may 
«sBnme variona forms according to varying degrees of civilisation 
and social organisaljon, and according to the nature of the produce 
and the mode of working the soil. 

The proprietor is not the privileged monster Bicardo mates him, 
nor the incarnation of evil he seems to be to the popular imagina- 
tion. He is a man who, whether by accident of birth or circum- 
stances or by his own exertions, finds himself in posaesaion of fixed 
capital ; this fixed capital, if well kept and cultivated, produces 
utilities in the shape of com, potatoes, sheep, and oxen. The^e 
utilities the landlord exchanges for others; their valne varies ac- 
cording to the law of demand and anpply. 

But the owner, instead of himself producing these utilities, may 
let this inatrument of labour, this implement called land, to acme 
one else. For the hire of this instrument he wilt receive a sum x, 
just as he would if he had lent money. The better the condition 
and the greater tlie power of utility of the implement, the gi'eater 
will be the amount a. 

According to Ricardo's theory, the first occupier of the moat 
fertile land should, at the end of a certain time, have received an 
CDormouB rent. 

But the facta have not confirmed his theory on thia point. If 
the value of land as fixed capital has greatly risen, still it has risen 
much less than the valne of much other fixed capital, such as mines 
and factories. And these mines, also, lie at the disposal of any one 
who will take them ! The world still contains many millions of 

' La ReiTiM SoeialUte, January, 1660... (jl)i.)ij|ij 
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tons of coal without an onner! It is only the other day that we 
began to work the coal-field of the Pas de Calais. 

The owner o( the soil, like every other possessor of fixed capital, 
has the advantage of pOBseasing an inHtrnment productive of utilities; 
but it is not enough to have this instrument, he must be able to use 
it. It is the difficulty of using it which has led to the custom of 
letting land. The owner sacrifices a part of the profit he mieht 
have derived directly from it, in favour of an indirect profit, smaller 
but surer. Why is it that even in France, where the land is so 
subdivided, farmers are found who prefer renting land to buying it 
with the money they now nse in cultivating it? Because this land 
is prepared ready to their hand ; because it is irrigated, drained, or 
planted ; because it has available means of commnnication to bring 
them their raw material and enaore an outlet for their produce. For 
the rent he pays, the farmer might have acres of very fertile land 
in America. Out in the West, he might have four acres almost for 
nothing. He prefers to rent a few hectares near Paris, or in the 
D^partement du Nord. The value of land ia not in proportion to ita 
supposed natcral fertility, hat to the density of popnlatioo, the 
abundance of circulating capital, and the facility of transport. It 
is not land, any more than any other natural agent, that is wanting, 
but the art of using it. 

No doubt the popsessors of the soil have often been privileged 
persons ; and they are eveiy day making efforts to preserve and 
even to increase their privileges. When the English landlords were 
fighting for the maintenance of the corn laws, what were they 
doing ? They were insisting on the privilege of selling their own 
com dearer than foreign corn, so as to profit by the difi'erence, and 
to raise the value of their land. The French protectionists ai'e 
ciaimingthe same privile^re when they levy a duty on meat and cry 
out for one on corn. They try to lay a tax on articles of con- 
sumption and to exempt themselves from its operation ; and if 
they find themselves to a great extent mistaken, the mistake is due 
to their ignorance of tbe reflex action of economic laws. ' 

Tliese privileges, these extrav^ant claims, are anti- economic, and 
must be strenuously opposed. When the nomad tribe or family settles 
down, tbe destiny of man becomes fixed to the soil, like that of a 
vegetable. Under the feudal system, if there was no land without 
a lord, the lord was bound to the land. So, of course, was the 
serf. The titles, rights, and services of man were all bound up with 
the soil. It was thus difficult of tvans mission. The proprietor 
and his property teuded to bo indissolnbly united. Traces of these 
notions still exist in our codes and customs ; but they are gradually 
disappearing as we free ourselves from all the impediments which 
check our progress. The oyster sticks to the rock, shell and all, 
and never moves ; the suail, if it moves at all, must drag its shell 
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ftloDg with it. tn some stages of civilisation, no doubt, it may have 
been a very good thing for man to be attached to his shell ; bnt it 
has weigbt«d him heavily in tbe race of life. Those wbo hnve gone 
tbo fastest aod acqnired the moat are preciselj those to whom the 
possession of the soil has been forbidden — the Jews. Paradoxical 
as it may eeem, a similar caase has made the greatness and power 
of England. 

Tbe system of landed property in England is detestable, becansa 
it liinders the circnlation of land. Tbe following table gives a vieir 
of the distribation of landed property in the United Kingdom.^ 
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72,119.881 





This table, altliounh it showH that ont of 72.000,000 aci-es, 
51,000,000 are divided among 10,000 proprietors, gives but an in- 
adfqaate idea of the importance of the great iandlurdsin England, for 
out of this number 977 persons possess 10,000 acres and upwards 
apiece. Thus 71 per cent, of the soil is in the hands of 90- per 
cent, ol the total number ot proprietors, while 72 par cent, of the 
proprietors possess only 02 per cent, of the soil among them. 

Mr. Caird reckons that the entire arable land in the United Eing- 
doiii is held by 180,000 owners, and that only one per cent, of the 
soil is covered by properties of leas than ten acres ; and even this 
is almost exclusively building property.^ 

Ill England the land question is absorbing every one's attention, 
and the economists of the Gobden Club are not behindhand in 
demanding a radical modification of tbe laws. 

I have already pointed out that this system ot tying up the 
land has resnlted in a diminution of its produce, its value, and conse- 
quently its rent. I have also said that this system of aristocratic 

» financial Rtform Almanack, lB79, p. 17. 

' Caird, Landed /n'eiesl. _^ 

n,o,t,7P-hyGot)>^le 
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privilege has ooDtribnted to make the greatneas ot England. And 
in this way : — 

Tbe English middle class, not being able to InveBt its saringB m 
land, throwa tfaem into mannfactares, or into veatnrea in foreign 
conntries, and thns keeps them in circnlation,inBtead of locking them 
np, like the French hourgeow, in small properties, a system which 
merely enables them jast to scrape along, and gives them an ideal, 
not of active production, but of depressing economy. The following 
table shows bow much people have been mistaken in thinking that 
there is no wealtli outside landed propei'ty. 

SCHEDULI A. 
QB08S BBTEHUE OF IiAHS ANP PlIBD FSOFEBTF. 

1648-49 £47.982,221 - 100 

1663-^ 46,772.256 = 97 

1858-59 48,931,916 = 102 

1863-64 61,390,016 ^ 107 

1868-00 64,961,181 = 114 

1873-74 57,402,720 = 119 

1877-78 49,888,384 => 134 



PROFITS or INDDSTBIB3 IHD COMUERCB. 
Teaj-B. 

l»«'la-^l^ £ 80,929,700 - 100 

1853-54 104.962,480 = 130 

1858-59 106,547,938 - 132 

1863-64 132,786,351 •> 164 

1868-69 166,526,682 ^ 204 

1873-74 240,100,756 = 297 

1877-78 260,635,707 - 309 

Biport ol Mr. Charles Tamer, OontioUer-Oenetal, 7Ui Aoguat, 18T9, Xkt 
Ec •nomiet. Maroh 13, 1880. 

(Bee Diagram 43, p. 226.) 

According to these tables, the returns from trade and mannfao- 
tures are almost half as much again as those of real estate. 

In France, tbe conditions of real property are just the converse 
of what they are in England. According to statistiua published in 
1868, the entire soil of France, exclusive of woods and forests, was 
divided in 1862 amongst 3,225,87? farms ; and dividing the area of 
onltivated soil by this number, we have 10^ hectares as the average 
extent of each farm. Bat the following table shows the real 
division: — C_.i.)iH^le 
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Nnmber. 


,„„«,. 


Small propertieB, ot 6 hectareB 

„ from fi to 10 hecUreB . . . 


1,816,558 
619,643 


56-29 
19-19 


Total 

Large propOTties, above 40 heotaiea .... 


3,435,401 
636,309 
154,167 


76-48 
19-75 
4-76 




8.225,877 


99-98 



(See Diagmm U, p. 2 



In 1876, the rarions agrioaltoral emplojTnests nnmbei^d : — 

Percent. 

1. PropriatorsoultivatmgtheirownUnda . . . 10,620,886 66-0 

2. Farmera, hnBbandmen, and metayers . . . 6,708,132 30-09 

3. YariooB a^caltoral oeaspalionB, wine- 

growere, wood-outlerB, gardenerB, market- 

gaideners, eta. 2,639,687 13-91 

18,968,605 100-0 
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Dl&gnm 40.— Agcionltnral Ooanpatians. 

This state of things emphaaizeB a fact long ago observed — the pas- 
sion o£ the French peasant for the land. " The land is his mistress," 
says Michelet ; and in order to possess her, he has made and is stUl 
making all the ezettiona possible to a man of narrow education. 

This subdivision has bad the advantage of inciting the peasant 
to work, and of giving him self- reliance. His bit of land makes 
him feel he ie somebody, gives him solidity, and increases his 
povvers of action and of resistance. Bnt on the otber hand, tbi» 
subdivision keeps ugricultare at the empirical stage. Onr me- 
thods are tbt«e of our fathers — no machinery, no scientific pro- 
cesses, no engineers to reduce the prodnctivity of the soil to a for- 
mula. At the same time, snbdivision must give rise to association. 
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The peasant has long looked on machinery with anspicion ; bnt he 
is beginaing to aee that there is BOtne good in it. Drainage 
and irrigatioii are abBolnte neoessitiee, and they cannot be done 
each on his own little plot ; aBSociationa mnst ineritablv be formed 
for the purpose. They have exiated for centnries in the Vanclose 
and the Bonches dn Rhone. They will continne to mnltiply, and 
to consolidate isolated intereste. 

Moreover, the bmtrgeoU proprietor is beginning to see that if 
the land wh^ch serves him as an investment has its advantages, it 
has alsa grave disadvantages for a man who looks for a retnra 
withont tronbliog himself aboat it. The pride he took in treading 
his own soil is begiunuig to disappear. The railroads are making 
him a traveller, and breaking np his attachment to a particular 
spot. He finds personal property far more convenient than land, 
which involves draining and planting and legal proceedings ; or 
honses, which he must look after and keep in repair, and with the 
tenants of which he cannot always keep on good terms. So he goes 
to the stockbroker instead of the notary, and takes shares in a rail- 
way or a mine, or bnvB into the Senta Foncihv, a company based on 
the observation of this very psychological fact to which 1 have beeu 
drawing attention. 

Tliis tendency is so strong, that for the last few years it has some- 
what checked the rise in the valne of land. The small capitalist, 
who formerly farmed ont his land, has sold it to the peasant. But 
the migration of the peasants to the towns, and the conseqnent 
scarcity of afrrionltnral hands, mnst pnt a stop to the snbdivision of 
the soil. The migrating peasant sells his share to his brothers, 
and seeks some other field for the capital thus obtained. 

We may therefore predict a radical change within the next 
generation or two in the condition of landed property in France. 
Some legislative measnres alone are wanting to facilitate it. In 
trying to find guarantees for landed property, we have really loaded 
it with hardens. We mnst leam to realise uat land is jnst like any 
other utility, and make it inst as easily transmissible. There is 
nothing ntopian in this. The system has already been attended 
with complete snccess in Australia, and that under circnmstancea 
of the greatest difficulty. 

The relations of property in a new conntry are complicated by 
the conSicting interests of stock-farming and agncnltnre. Every- 
one knows that the Bnglish law of conveyancing is a complete 
chaoB. Mr. Torrens, a man of eqnal initiative and perseverance, 
has, by the Act known by his name, placed the law of real property 
on a perfectly simple basis. Its mechanism is briefly as follows. 
The Act is permissive ; if a proprietor wishes to avail himself of it, 
he makes an application to the Registry Office, sending in with it 
his title deeds and a description and plan of the property. On the 
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expiration of eix montliB, during whicli anj coniiter- claim may be 
put in, the Registry issnes a certificate of title, in the form of a 
coupon bearing on it a small plan of the property with a list of all 
charges and mortgages on it. This certificate of title is transferable 
by simple endorsement; and if the title ia afterwards dispnted, the 
action mnst be broaght against the Government. By this gnarantee 
the proprietor's title is rendered nnaaaaitable.^ 

Since Jaly 2, 1858, when it became law in Sonth Australia, this 
Act has been Baccessively adopted by Yictoria, Queensland, and 
New South Wales. 

The chief economic improremente yet to be introdaced into onr 
system of land tenure are these: — a greater security for land; the 
removal of all legal risks ; the snbstitntion of the registrar for the 
coaveyancer ; a system of registration paying its own co^its, bnt not 
intended as a means of revenue ; and the transmission of land by 
simple endorsement of the title-deed. 

I know there are some people in France whose cry is for " the 
collective appropriatioa of the soil." ' It is possible they may have 
some scheme drawn np ready for legislation, in which they define 
their meaning and explain how the thing is to be done ; but if they 
have, they have so far kept it a secret. For my own part, I do not 
at present see how the collective appropriation of the sail is poRsihle, 
except by means of syndicates and societies capable of improving 
the lands they possess. To occupy the land is not enough, it must 
be put to use; and in order to this, a large amonnt of circulating 
capital must be laid out in farm boildingB, roads, drainage, irriga- 
tion, clearing, and manures, and in labour, whether haman, animal, 
or mechanical- 

Aa to any purely speculative questiouB with regard to the right* 
of property or persons, onr previous observations have put them 
qnite ont of court. 

Property it a neceaeary faet, for nalitral agenU have no utiUly uwtit 
they have been appr(^riaied. So far, it U not land that has ever been 
wanting, but the power to tUUige it. 

Bieardo's theory of rent it bated on a mietiatement of factt. The 
least fertile, and not the most fertile lands are the first cultivated. 

At civilisation advanoet, properly becomes more and mare individual 
tutd trantferable. 

' For farther details see Biforme Economigve, Sept. 15, IS77. Thanka to 
the eourteq' ol Hr. James Stansteld, H.P., I have had aocesa to some very rare 
ParliameDtar; paper* beadog on this BObject. I am now preparing a complete 
study of (he scheme, with a view to its application in France. 

■ Deolaiation ot the Congress at MarseiUea, and ol the CoUeotiTiat Congiaaa 
at Havre. 
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We hare defined Exchange as the relation of atUities betnreeii 
themaelveH.' 

We have said that its object is to bring the utilities pOBset^sed bj 
one individual within reach of the wants of others. 

The practice of exchange JB called commerce. The word ia oom- 
pottnded of cum and merit ; to carrj on commerce is to exchange. 
M. Charles Dnnojer did well to recall the derivatioa of the word, 
for it diBsipates some false notions. 

Trade has alwaje been looked on as the domain of certain classes, 
who were long regarded with contempt. The Flaminian Law for- 
bade the Eomaii patricians to trade. To evade this law, they 
traded throngh their slaves. In France, even at the present daj, 
the civil population is, bj virtue of this old prejadice, divided into 
traders nnd non-traders. The former are under a special jurisdiction, 
a special code, special burdens. No distinction could be more absnrd. 
Are we not all trading every day of our lives, either as buyers or 
sellers ? Are we not all dealers in something or other, — jouriialiBta, 
artists, labonrers, 1and-owners,-~~Belltng our talents, our muscular 
strength, or the produce of our land ? 

Trade, then, is not an occupation conGned to a few individnals, it 
is the constant occupation of the whole body of citizens in every 
country where civilisation is advanced enough for diversity of wants 
and division of labonr. 

Onr needs are varied, and so are onr capabilities, Yon have 
utilities of oue sort, and I of another. £aoh of as wants some of 
the other's utilities. We exchange. 

We find the same prejudice applied to trade, of which we have 
already spoken as applied to labonr. Some people think that it is 
not productive of utility because it produces nothing new. True, 
but it places utilities within reach of the wants to be satisfied. 

The trader is sometimes called a parasite. But be is the piston- 
rod of the engine. How would it work without him ? 

A Breton peasant has hens which lay him a dozen eggs. He 
does not want the eggs, and he does want other things. There is » 
great demand for eggs in Paris. If there were no traders to collect 
the eggs of a hundred such peasant--*, and send them to Paris, if 
there were no traders in Paris to bny them up and bring them 
witbin reach of the consumer, the Bi'eton peasant must keep hia 
eggs and the Parisian can have none to oat. It is very possible 
that the peasant sells his eggs too cheap, and that the Parisian buys 
them too dear; but this only shows that the organisation of com. 



' Book n., ehftp. viii. , ,1^ CTt.)!.)^!^ 



BIc V. Ob. U.] COHUEBCE. 261 

taeree is defediive, its maohmerj too complicated, and its trictioa 
too great. It does not shon that commeroe itself is nseless. 

The QtiHtj given is eqaal in valne to the ntilitj received ; and 
hence some economists have argned that exchange prodnces no 
atilit;'. They do not see that the ntility I give is saperflnons to 
me, and that tiie ntJlitj I receive is snperflnons to the man who 
gives it me. A wine-grower prodnces several thonsand gallons of 
wine. He cannot drink them all ; if he cannot exchange them, he 
will prodnce onlj the hundred gallons or so necessary for his own 
oonsnmptinn. Again, a mannfaotnrer prodnces miles npon miles of 
cotton thread. He would never prodace them if he coold not ex- 
change them. Every one mokes, not what he wants, but what he 
can make best, and then exchanges it for what he wants. 

Prodncts are exchanged for products. The more a nation pro- 
duces, the more outlets it opens to other nations. It is absurd to 
think yon must rnin a country to make it buy yonr commodities. 
Once ruined, what has it left to buy them with ? It is yonr 
interest that yonrneighbonr should be rich. The trader's prosperity 
depends on the wealth of his customers. 

Protectionist theories are now being once more dinned into our 
ears; they are set forth with the impndeoce of ignorance in our 
legislative assemblies, and they are so stroQg that even their oppo- 
nents have to treat them with a certain respect. 

" We mast favour prodnction," that is the cry. Bat why ? Do 
we prodace in order to produce P Are we to work for the sake of 
working, like the squirrel ia his cage P 

Cast your eyes over the world, what do we se«P On the one 
hand, corn, cotton, cloth, iron, prodaced in great quantities; on the 
other hand, people who want all these things and bave none of thorn 
— the producers aniioua to sell, everybody else eager to bay, and jet 
the &rst selling less than they wonld like to sell, and the last baying 
less than they would be glad to buy. And then our profonnd 
financiers complain of " over-production ! " 

Is the world so gorged to repletion P Have we really more 
meat, and wine, and bread than we can find a nee forP Is there 
no one in want of a abirt or acoat P Have we reached snch a height 
of well-lteiug that all wants are satisfied, and no fresh ones are 
forthcomiog P 

Far from it. In the first place, most men cannot satisfy their 
most primitive needs; and in the second place, men's needs are 
capable of indefinite expansion. It is absurd to speak of over-pro. 
dnction except with reference to this or that particular place, where 
there is a lack of exchangeable products. The whole art of ex- 
lias prodncta. To aid circnia 
I channel of communication— 

prhyGooi^le 
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The effeot of the opening np of new markets npon prodnoiion bas 
been well bronght oat by M. Conrcelle-SeneailA In Adam Smith's 
pirn factory, ten workmen turn oat 48,000 pine a day. Xon, Boppos- 
in^ that there is not a snfficient demand for these 48,000 pioH, it 
will be neoeGsaty to rednce the number of workmen, thereby redao- 
ing the division of labour, or else to shorten the honra of laboar. 
In either case the laboar will be less prodnotive, and tLere will be 
a waste of force. If, on the other hand, there is a demand for 
100,000 pins, instead of 48,000, there will be no corresponding 
increase in certain expenses, snch aa those of book-keeping ; and 
thus there will be pnre gain. Hence we niay say, — 

The cost of production is in iwvorse ratio to ike extent of the 
market. 

In the good old times, every kind of prodnotion formed the 
monopoly of some trade or gnild. It was a privilege conceded by 
the king. When the discoveries of Golnmbne and the Porbagnese 
opened np fresh fields to Enropeans, every prodnctire country, 
every object of consnmption, became the ezclnsive monopoly of some 
company. From the 16th to the 18th centnry, the msritime trade 
of Europe waa centred in the hands of about seventy privileged 
companies. At first these privil^es may have had their nse in 
stimulating enterprise ; bat later on, the companies, resting on their 
oars, gave tbemseivea np to the oneobject of selling little and selling 
dear. Such is the necessary tendency of all similar organisations. 
It is the unavowed and perhaps unconscions aim of the modern 
protectionist. , 

The idea of free competition was unknown in France nnttl the 
middle of the 18th century; and the bononr of formulating it 
belongs to the physiocrats. 

Competition involves activity, effort, conflict; but the apathetic 
cannot endure activity and effort ; and in every contest the strong 
prevail, and the weak go to the wall. Yet in human history it has 
been the strong, — those who were first on the field, — who have 
demanded the sappression of competition, in order to banish all 
rivals from the territory they have acquired. The manters tried to 
forbid the jonrneyman the freedom of bis craft. The existing 
companies try to prevent the consumer from boying cheap the 
articles they mean to sell dear. There never was a monopoly 
which was not to the advantage of the strong, and to the detriment 
of the weak. 

The opponents of competition can have hut one object — to secure 
bhe advantages they have acquired by birth or individual eUort 
from being diminished by rivalry. They have no wish to improve 
their machinery or to produce better articles at a smaller cost ; 

' Coari d'EeonomU Politique, v 
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tbey only want the status quo, bnt they vraftfet«f*^ them eel vt 
they Bet their faces against a]l progress acbietred from withont. 

Darwin speaks of the struggle for existtnce. It is the strnggle 
for ecoDomic existence which has been the CEmse of all material 
progress. Ooupetition rooaes from the apathy of content, and un- 
ceasingly stimulates the effort to improve. It is the grand agent of 
evolution. Competition fixes the natnral level of prices. The 
Protectionists raise endless discnssions on cost price ; but no oue 
knows what it is, apart from competition. 

There are not three mannfactarera in ten whose articles have coat 
them precisely the same. Varying conditions make the cost price 
vary in almost every case. But it is fixed, so far aa the purchaser 
is concerned, by competition ; and the beat managed factory gains 
more, and the worst managed factory gains less. The mean price, 
which represents the expenses and profits of the majority, is deter- 
mined simply by the law of demand and supply, acting throagh com- 
petition. 

Competition so enters into the very natare of things that when- 
ever the Legislature has tried to pnt it down, its restrictions have 
been systematically evaded. Smnggling has never been looked on 
as a disgrace. Public opinion has held its own against anthority. 

The mercantile system, based on the theory of the balance of 
trade, dates in Prance from the time of Colbert ; in England, from 
Cromwell ; in Spain, from Philip II. Its aim was, to attract the 
precioas metals into the country, and to prevent their going out of 
it. In spite of experience, it still forms a tenet of the protec- 
tionists. 

Now, the following table shows that never has the importation 
of the precious metals been so great in France aa since the con- 
clasion of the treaty of commerce of 1860. 



Value, expkessbd in Millions of Frakcs. 





-■»* 


ErporOs. 


Eiceisof 


1st decade, 1827-1836 . . . 
2nd „ 1837-1846. . . 
3rd „ 1847-1856. . . 
4th „ 1857-1866. . . 
5th „ 1867-1876- . . 

Total .... 
Average (or the 60 years . . 


1.809 
1,711 
3.663 
6,877 
6.479 

20,439 
409 


697 

754 

2.244 

6,025 

3,007 

11,727 
235 


1,112 

957 
1.389 
1,852 
8,472 

8,782 
176 



Within this last period, the e 
precious metnlR has beeo, — 
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Difference in favour of imports .... 
(See Diagntm 46, p. 2SS.) 
And it was during this period, which records i 
s half milliards of import over export, that w( 



D excess of three and 
paid the war indem- 



Then we hear of the American epecti'e, of the invasion of 
American corn, and the drainage of onr gold. Trnly the protec- 
tionists are somewhat given to metaphor. Here are the latest 
figores : — 





imporla. 


EiporU. 


1877 

1880.' :;;:;;: 


Ft. 683.096,000 
643,581.000 
332,016.000 
296,759.000 


Fr. 141,194,01)0 
189,158,000 
424.361,000 
476,073,000 



Thns, in the last two years, the cnstoiu-hnuse retarnn attent un 
exportation of 899,000,000 francs and an importation of 627,000,000 
franca, the difference being 272,000,000 francs. Now, during the 
last decade we had an exceRS of three and a half milliards of 
import ; and dnring the last fifty years, an excess of 8,782,000.000 ! 
We see that it will be many years before the escess of onr exports 
of the precions metals will occasion a serions monetary criRia. 

Bnt we owe this recent excess in imports, not to free trade, bnt to 
protection, which closes the United States against onr products. 
Bnt are the United States themselves the better for it ? The 
whip which arrives at Havre from New Yoric laden with com, 
does but a bad strote of bnsiness, if she gets nothing bnt a few 
bags of gold for her return cargo. What she wants is, not gold, but 
French products, on which her owners may make ten or twenty 
per cent., to the great advantage both of the French producer and 
of the American merchant and consumer. Exchange in money is 
but a luako-shift. Even now, in debates on the customs, or in news- 
paper estimates, — even those which pass for reliable, — we constantly 
hear of the balance of trade ; and when the total importatioD 
exceeds the total exportation, we are told that the balance of trade 
is against ns. Yet, J, B. Say long ago^ showed that in reality it ia 
now JDst the reverse. And Bastiat has clenched the demonstration 
* Traitt d'Economie Pohtique, Book I., chap. xriL ,i )i )g|i' 
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br a oonclDBiTe instance.^ " A friend of mine, a mercbant, baling 
effected two tranpactioDs with very different results, I was curious 
to compare the vray in which these results fignred in bis own books 
with that in -which they fignred in the cnBtom-hoose retnma. 

"M. T. despatched a ebip from Havre to the United States, 
laden witb French commoditiee, principally what are called 'articles 
de Paris,' the declared value of which amouated to 200,000 francs. 
Arrived at New OrleaDs, it appears that the espensea incarred 
amounted to 10 per cent., and the varions dnea to 30 per cent, of 
the original value, which raised 

itto280,000francB. Itrealised 

a profit of 20 per cent,, or 
40,000 francB, and yielded a 
total of 320,000 francs, which 
the consignee converted ioto 
cotton. Charges for transport, 
insurance, commission, etc., on 
this cotton came to 10 per 
cent., BO that on reaching 
Havre, tbe new cai^ fignred 
on the cuBtom-house books at 
352,000 francs. Lastly, U. T. 
sold the cargo for 422,400 
franca, thus making a profit of 
70,400 francs, or 20 per cent. 

" Tbns, there appeared in 
M. T.'b books, to tbe credit of 
the profit and loea account, — 
that is to say, as prolit, — two 
tteros, one of 40,000 francs, 
and the other of 70,400 francs ; 
and M. T. is quite sure that 
he is not deceived on this 

" But how do the partisans 
of the balance of trade read the 
onstom-honBe retnms P They 
find that France has exported 
200,000 francs and imported 
352,000 francs, and conclude that she has squandered the profits 
of her past economies, that she baa impoverished herself and is on 
tiie road to ruin, and that she bas given away to tbe foreigner 
152,000 francs of her own capital. 

" Some time after this, M. T. despatched another ship, also laden 
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with 200,000 franca worth of the prodacts of our natiooal labour. 
Bat the anfortnuate vessel fonndered JDst ontaide the port ; and all 
that remained for M. T. to do, was to enter the two foUowing items 
on hi 3 booke : 

"'Sundries accoaot owes to le 200,000 franca for tho parchase of 
variona articles despatched by the So and So. 

" ' Profit and Loss acconnt owes to Sundries 200,000 francs for 
the total losa of cargo.' 

" Meanwhile, the cnatom-honso registers exporte to tho amonnt 
of 200,000 franca 1 and as there eire no importo to raster, it follows 
that the partisans of the balance of trade mnst see in this ship- 
wreck a clear net profit to France of 200,000 francs. It also 
follows, according to thia theory, that Franco has a very simple 
method at her disposal for perpotnally doubling her capital; she 
has only to let her merchandise clear the cnstoms, and then chnck 
it into the sea." 

If the balance of trade is always to be in fe,vonr of this country, 
the French merchant must always lose by his foreign transactions. 
Aa this can hardly be the object he ha.'? in view, it is not to bo 
wondered at if ho does his best to torn the balance of trade against 
the country ; and in this attempt he fortunately succeeds, despite 
all the efforts of the caatom-bouae. Thus it ia that in every 
European conntry, the imports exceed the exports, notwithstand- 
ing all that Governments can do to bring aboct the oppositiO result. 
According to the protectionist theory, the TTnited Kingdom must be 
the poorest of all, for its imports for the years ].869-?3, averaged 
£331,120,000; and its exports, £224,000,000; and in the year 
1878 alone, its importa amonnted to £328,000,000; and its exports 
to £192,000,000. 

The protectionist idea of trade is all going OBt and notbing coming 
in ; which is a violation of the very principle of exchange. Under 
the plea of enconntging home mannfactnrea, they apply themselTos 
very conscientiously to closing all outlets for them ; for aa produce 
is excbauged for prodnoe, if foreign nations cannot sell their goods 
to us, neither are they likely to buy onrs. England has boldly 
swept away all barriers without waidng for reciprocity. She has 
thrown open her gates to the enemy, to the great aatisfaction of her 
own consumers — in other words, of ber whole population; troubling 
heraelf very little at the excess of her imports over ber exports. 
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import,. 


Eiports. 


1840 

1850 


£62.000.000 
1G2,320,000 

£90,330,000 


£110,1)80,000 
115.800,000 


DillerenoB .... 


£5,720,000 


Before and after the 


Tbeatv of Commerce with Fbihcb. 




Import.. 


Eiports. 


IfxiO 

1879 


£210,530.000 
363,000.000 

£162,480,000 


£164,520,000 
249,000,000 


DiffarBDoe .... 


£84,180,000 



Becipriicily is one of those catch-words which nro always spring- 
iiig up ' vsD among people who call themselves freetraders. Tlie- 
word is ifTong in itself, lor we do not exchauge like prodacts. 

Moreover, it is onr interest to be flooded with the products of 
other countries at a cheaper rate tlian we could produce them 
ourselves ; and if other coantries think Gt to pay dear for our pri'- 
ducts, that ia their own concern. We coEHnnie for ourselves, and 
it ia our intereat to bay cheap. Not only do the protectionists 
wish to keep foreign products oat of their own country, they nko- 
ask for ^oanties to help them to inundate foreign countries with 
their goods ; for their whole commercial policy is based on this 
precept, Do to others as you would not that they should do to you. 

Every bounty on exportation is paid out of the pockets of th» 
tax-payers, or at least of the consumers, of the country which pays 
it. And what for P To supply a foreign counti^ at a cheaper rate 
than it could supply itself. It ia simply making a present to your 
rivals. 

At this moment, our sugar duties are levied in such a manner as 
to constitute a bounty on eiportation, — with what resnlt, we may 
learn from the following extract.^ " This bounty may raise the 
price of beet-root ; but the profit which will accrue from it to some 
Frenchmen will be paid by all. The whole nation is in fact doubly 
taxed. In the first place, the bounty, whether it cost £750,000 or 
only £360,000 a year, represents a very serioas charge on all French 
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tax-payers. TUb tax, bonever, is only one part of their bnnieQ ; 
for if the enconraiging of this export raises sngar only a farthing 
per pound (and this is a very moderate estimate), the additional 
price nhioh FrencbmeQ are compelled to pay is no less than 

£1,000,000 a year." 

In Englasd there is no tax on angar, so that Englishmen can 
buy French sngar cheaper than their own. The English sugar- 
refiners grumbled, and demanded a tax on importation to neatraliae 
our bounty ; bnt public opinion found prompt expresaion in tho 
Timeg. " The French are mad, with their export bonnties. We are 
not going to match their folly with our own. Onr refiners caa take 
to some other industry ; and our consamers, thanks to the saorificea 
made by the French exchequer, will get their sugar cheap," 

The cotton- manufacturers of Lille, with their coal on the spot, 
compete ruinously with those of Bonen, who have to fetch theirs by 
boat. Those in the Tosges have water-power at hand, but then, 
their transport expenses are heavy ; these three groups of cotton, 
spinners ought surely to be protected against each other. Nay 
more, the woollen trade may justly cry out against the competition 
of cotton clothing. Cotton is a foreign product ; wool is a native 
product ; why not be logical, and prohibit cotton p 

The wood-fed iron-fnmaces of Brittany have been forced to die 
out. If they had only had a good proscriptive tariff, prohibiting 
the importation into the province of coal-worked iron, they might 
have gone on to this day. 

The protectionists may say, "We never talked any such nrn- 
sense." But the fact tbat they are demanding protection iLgsinst 
Alsace and Lorraine, which were French provinces only yesterday, 
shows what they are capable of. Their logical ideal is, to confine 
the nation to their own factories. Notwithstanding the relations 
between the value of circulating and of fixed capital, they say, " If 
you want to make money, you must have high prices, Therefore, 
the prices of the circulating capital we produce must be artificially 
rai.^td, and then we shall grow rich." 

They forget that they themselves, as conaumera, prefer to buy in 
tho cheapest market. They forget another thing — that a factory 
can afford to reduce its profits almost indefinitely, so long as it can 
indefinitely multiply its products. 

How could they overlook the simple fact, that, while manufactured 
articles have aluost all fallen in value, manufactures themselves 
have risen ? Can they not see that the masses are now the great 
consumers P When things are cheap, everybody buys; and every- 
body can afTord to buy more than anybody. 

But if prices are raised, consumption is checked, and production 
with it. Prodnction being checked, all who were engaged iu it 
d to limit their consumption ; and every fresh diminntion 



in conramption re-acts ou production. Bnin, mtserf, stagnation ; 
this IB what the protectionists are conscientiously and in all 
flimplicitf fighting for. 

If their theory were tme, it ahonld be applied, not only to 
foreign produce, but to internal trade. The eyntem mnst be re- 
flBtablisbed betneeu province and province, and that even more 
strictly than before. Each comninae onght to be self-sufliciDg. 
It sbonld be protected against the competition of its ncighboors. 

On the same theory, the more difficnity we have in obtaining 
necessaries, the richer we are. We cannot too mnoh admire the 
efforts people make to become poorer, with the idea of becoming 
richer. There is reiJIy no irouy more cmel than that of the pro- 
tectionist system ; and, nnfortnnately, it does not confine itself to 
words. Its true followers belong to two classes, — the dnpers and 
the doped. The dupes are ignoramuses, who find in this chimera 
the satisfaction of their need of something absard to believe in. 
The aabjective power of the haman mind extends to everything 
toast have its superstitions tn economics, as in religion. 

OoTntneree oomiete in bringing together the v>anis of man and Ifie 
utilised farces of nature. 

With subdivision nf labour, individual labour grows more effective, 
outlets multiply, and the exchange of 'products becomet more necessary. 

Every obstacle to freedom of trade hinders the fail of drctdating 
capital, and, consequently, the rise of fixed eaptfoi. 

The system of protection is therefore the best fitted to rwin a am/niry. 



CHAPTER in. 

COHHBBCIAL CK18E8. 

In Economy, as in all other social phenomena, psyohol(^cal fact^ 
play an important part. It is because they have not been sufficiently 
taken into account that we have had so many erroneous explana- 
tions of commercial crises. 

M. Jnglariiaa written, an interesting work on the subject. He 
enumerates, with some surprise, as the precursors of all commercial 
crises, the following symptoms : great prosperity ; enterprises and 
speculations of all descriptions ; a rise in the price of land and 
hoDsee, in the demand for labour, and in wagt^s; a fall of interest; 
a crednlooB public ; and a taste for coromerciai gambling. 

Of these facts Staart Mill gives the following explanation. The 
accumulation of capital is limited by the rate of the profits it 
yields ; if it becomes too plentiful, investors seek enterprises which 
oiFer lai^r profits. Then we have a break-neck race in speoalation. 
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This explanation is an application of the law of Malthas to capital. 
Capital, being too abundant, risks and destroye itself, and this 
destroction restores eqnilibrinm. Crises, on this theory, are a 
necessary evil ; they are a natnral check on the indefinite expansion 
of t»pital. Since there are no more wants in the world to be satis- 
fied, since the entire population of the globe has reached the extreme 
limit of its powers of conenrnption, and no one any longer says, " I 
shonld like to be rich," it follows that there mnst be now and then 
a destmction of capital. The crisis dears the gronnd, and enter- 
prise begins afresh. 

Very able financiers concur in this view of the qoeation. M. G. 
de Laveleye ^ says that there is nothing left to do in Englajid, 
Frdnce, or Belgiam. There are no new railways to make, no new 
canals to open. The great pnblic works are completed. It is the 
same in Holland and Italy, and even in Spain, whose traditional 
indolence is now fnlly jnstified. In Qermany, the means of pro. 
daotion and transport are already too great, and clearly ont of 
proportion to the possible reqniremente of the country. Asia, 
Africa, America, Oceania, have all reached their masimnm pro- 
dnction and consamption. Humanity has nothing to do but fold 
its arms. 

And yet production goes on, — and production is ruin. There are 
too many producers and too few consumers. The glut of 1877 
was not a momentary difficulty ; it is a permanent and ever inten* 
sifying crisis. 

Snch is the theory of an eminent financier. Nor is it his own 
invention merely; many ecunomiBts have broached it; and those 
who do not adopt precisely the same formula find complicated 
explanations, which all come to the same thing, and reinforce the 
protectionist cry of " over-production." 

But then comes the question — Is every one comfortably fed 
and clothed and lodged F Is every member of the human family 
satisfied and content P la nobody hungry any more, all the world 
over V Ton say, — 

" The supposition is absurd ; every one knows the contrary." 

" Then the accepted explanation of commercial crises is equally 
absurd ? " 

" Tea." 

The true explanation of commercial crises has been given by Mr. 
Bonamy Price.^ It agrees exactly with our view of the part played 
by fixed and circulating capital in production. 

Why is production excessive ? Because there is a falling ofT in 
the means of purchase. 

And whence comes this falling ofi' ? 

! AttiulU. Bn 

hyGoO^lf 
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It taaat be renumbered that the power of pnrcbasm^ lies in the 
posseseioD of commodities, tbat m.oney is simply a medium for the 
exchaoge of these commodities, mid that the bajBr can only pro- 
care the money by first Helling his own commodities. 

Every porohaBO made with money impKea a previons aale ot 
commodities in order to obtain this money ; so that every purchase 
is only one-half of a transaction. A hatter sells a hat for a guinea, 
and with the gninea buys a pair of shoes ; the hat is exchanged for 
shoes. It is the hat that has fionght the shoes. Wholesale trans- 
actions clearly show that all pnrohaaing power resides nltimately 
in commodities. 

Whence then comes commercial depression? Surely from a 
want of commodities to exchange. Hence it is that trade becomes 
staguant, factories work half time or uot at all; the money-market 
is disturbed; books and great. commercial houses fall. It is all 
because there is a lack of commodities to bny with. 

Bat how comes it that buyers and consumers have lost their 
purchasing power P Why have they fewer commodities to ex- 
change? It is the consequence of a general fact, itself due to 
several possible causes. There has been an excess of consumption, 
more has been consumed and destroyed than has been replaced. 
It is this that has done the mischief, that bas brought abont a 
diminntion of the stock of commoditiee to be exchanged, and so 
has reduced the consumers, — that is to say the purchasers, — to 
poverty. 

Crises, therefore, do not spring from over-production, but from 
over-consnmptiou. 

But what is over-consnmption P Are not all things made to be 
ccHisumed ? Yes. All products are consumed and destroyed, some 
very quickly, as food, coal, and such-like things ; others very 
slowly, like machinery, buildings, ships, and fixed capital generally. 

But here comes into play a distinction which explains the nature 
and essence of over-consnmption. All articles of consumptiou 
divide themselves uatnrally into two clasBes, 1st, those which 
ministerto production, and 2nd, those which minister to Ininry and 
enjoyment. The difference between the two classes is this,— cir- 
culating capital applied to articles of the first olsas is consumed 
indeed, but it is reproduced by means of those articles, as the food 
and clothing of farm labonrers, the manure pat into the soil, and 
the wear and tear of plonghs are reproduced in the resulting 
harvest ; circulating capital expended on luxuries, — say on hounds 
and whippers-in, — disappears and leaves nothing behind. We know 
that capital is the sum total of everything necessary to the prodaction 
of wealth ; and it is clear that if Uie capital thus destroyed is fully 
restored in the products realised, the productive power of the nation 
will remain intact, its wealth will be nndiminished, its sales and 
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pnrohsaes will go on a« before, and there will bo no sign of 
commeroial depreasicm. The prosperity of the oooDtry is nntonched, 
becanse it has the samequaatitj of oommoditieB to exchange. Now 
let OB look at the other side of the question. Soppoee that s 
portion of the capital destroyed is not replaced in prodncte. The 
r necesaary conaeqnenoe will be that, the prodnoing power having 
fallen, there will he a real diminntion of wealth. The coontry wiU 
now be poorer, beoanse it haa less to exchange. The reason is plain. 
The capital which was destro;yed has been only in part lestored i 
and thiB is true over-oonanniption. 

It IB Baid that bad harreats prodnoe oommeroial crises ; and this 
is tme. Bat why? Becanee a bad harvest represents an excess 
of coneunption. All the expenses of ooltiyation nave been incurred, 
labonrere and their families hare had to be maintained, horaes 
to be fed, oarts and plonghs and raw material to be bonght and 
nsed — is not all this consumption P A. good harvest will replace 
all this oonsnmption, and more than replaoe it; it yields a profit, 
and this profit is an increase of purchasing power. Bat, ^ the 
harvest is bad, then the things consumed in cnltivation a^e not 
replaced by new prodncts. There is a real destmotion of capital. 
The purchasing power of the coltivator is diminished. 

Now, look at the late crisiB. There have been great famines in 
India and China, those important cnstomers of England, and their 
purchases in Yorkshire and Lancashire have aooordingly dimin- 
ished ; England herself has Bnfiered from a eeriee of bad harvests, 
and her agricnlturists iiave had less power of purchasing mann- 
factured articles. In France we see ^e same thing, as a oonse- 
qnence of bad harvests and vintages. 

Adam Smith says that the main trade of every civilised nation 
ia that which is carried on between town and ooiintry. In his tome 
this was correct. It will become lees and less so as machinery 
is more and nwre nsed in agricnltare. At the same time, the 
agricnltnral population of France is, as we have seen, even now 
considerably m ezceas of the urban population. A bad harvest re- 
duces their purchasing power; the mannfaoturen whose plonghs 
or whose stijls they should have bought cannot get customers for 
their wares. They in their turn fiud their purohaaiDg power 
diminished. 

This loss may be represented by the following fignre. 

AOBICUXiIUKB. 
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The pnrohasiiig power of the agricoltnriBtB is thus diminiahed 
50 per cent. 

Bat the mannfactiirer also haa made edTancee of fixed capital 
xeokoned to prodace 100. The i^ricDltnrist can bny only 50. 

Industst. 

• 100 

AdraneeB; eapital | ^ - ■ ' ■ j 

1 w 

Agrionltnral demand | ■ um i ^ m n m•^ 

SO per cent of the power of this fixed capital ie therefore wasted ; 
and in this way the parchaaing power of the indnstrial olaaaes, 
both masters and men, is diminished in, thft same proportion, and 
they in their tnm consame less of the prodaoe of others. 

Every one knows that water stands at the same level in Tessela 
which conunnaioate with one another. So here, a general fall 
proves the solidarity of all int«restB. 

Xor is this all. When the haareet is bad, the oonstimer pays 
dearer for bis oom and meat and wine. Even if his resoorces 
remained the same, their purchasing power is weakened. Thns 
the indnstrial prodnction of the entire conntry is crippled. 

The protectionists, whose ideal it is that the coantry shonld 
always pay famine prices for its com and meat, apply themselves 
in all aincerity to ensuring a permanent crisis.^ 

War, again, represents a formidable excess of oonsnmption, its 
operatiim being nothing bat deatmotive. It withdraws a great 
number of men from productive labonr — men who mnat be fed 
and dotiied all the same, while they bring in no return for their 
consumption. It distorba indnstry ; it destroys roads, railways, 
and other appliances of indnstrial activity. Ail thia is over-con. 
snmption. We are taxed now-a-days for the maintenance of vast 
armaments, not to create wealth, bat to destroy it ; the utilities they 
lOODsnme are for ever deprived of all pnrohasing power. 

But to retom. We have said that the eve of a crisis is invariably 
rsignalised by all the appearances of prosperity ; indostriea mnltiply, 
rulways are madc^ and great pnblio works undertaken ; capit«d is 
squandered in fooUah investments. The economists and the pnblic 
become alarmed, and we are warned against over-prodnotion. Bnt 
it is really over'-oonsnmption. 

Yon undertake great works ; but the formation of fixed capital is 
itself over-coneampdon, for it represents an excess of consamption 
over production for » certain period, the difierence being represented 
by the diminution of pnrohasing power daring that time. 

■ Bee If. Meniei's spOMh on free-trad* In the Oliamber at Depntiei, TOt. 

"^"^^ ..„„,Googlc 
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The work nndertaken, the engine, factory, or other inatrameat 
of prodnction, whatever it may be, will no doubt, in course of time, 
make np thia lose, bat gradnaily. The Bapport oi the workmen 
who baud a ship is » temporary loss of weal^. They most conaume 
food, and this does not at once bring in an increaae of purchasing 
power. 

Now, suppose the can^ or harboar to have been made ; in all this 
fixed capital there lies locked np a lai^ amonnt of circulating 
capital. Thet"? resalta a temporary dimiantioa of purchasing power. 
This pheaomenon was remarked by Mr. Hyndmann, in that article on 
the bankruptcy of India which created Bncb a sensation in England 
about the end of 1878. He pointed to the famine then devastating 
India, and catting down her inhabitants by hundreds of thouaande. 
What ! cried the public, are there no railwaya, no irrigation works F 
Why have they not prevented this catastrophe ? Not only have 
they not prevented it, they are partly reapouHible for it. They have 
been constructed by meana of loans and taxes which have absorbed 
the whole cii*culating capital of the Indian population. Then oomes 
the famine. The iroa road bringa down to starving Madras and 
Bombay the grain of the Punjaub and the North-west Provinces. 
Bat the purchasing power ie gone ; the people have not the meana 
to bay the grain when it arrives, and they die of hnnger. 

In the same way Mr. Bonamy Price, in the article we have already 
referred to, explains the crisia in the United Statea. " We are now," 
he saya, " in a position to perceive the magnitude of the blunder of 
which the American people were guilty, in constracting this most 
mischievous quantity of fixed capital in the form of railways. They 
acted precisely like a land-owner who had an estate of £10,000 a 
year, and spent £20,000 on drainage. It could not be made oat of 
aaringa, for they did not exist; and at the end of the very first 
year he must sell a portion of the estate to pay for the cost of his 
draining. In other words, his capital, his estate, his means of 
making income whereon to live, was redncod. The draiuage was 
an excellent operation, bat for him it was ruinous. So it was with 
America. Few things, in the long run, enrich a nation like rail- 
ways ; but BO gigantic an over>conanmption, not out of savings, but 
oat of capital, brought her poverty, commercial depreaBion, and 
much misery. The new railways liave been reckoned at aome 
30,000 miles, at an eatimated cost of $10,000 a mile; they destroyed 
three hundred million of pounds worth, not of money, 1mt of com, 
clothing, coals, iron, and other aubstances. The connection between 
anch over-conaomption and commercial depreBsion is here only too 
visibly that of parent and child. 

" But the disastrons conaequenoea were 'far from Ending here. 
The over-oonaamption did not cootent itself with the wealth ased 
up in working the railways and the materials |0f whisht tMliiJ^eie 
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composed. It aent other waves of detraction roUing over the land. 
The demand for coal, iron, engines, and materials kindled prodi> 
gion3 escitement in the factories and the shops; laboaierB were 
called for on ever; side ; wages rose rapidly ; profits shared the 
upward movement; Inxorions spendiDg overflowed; prices advanced 
ail round ; the reckleseness of a prosperons time bubbled over ; and 
this subsidiary over-consniuption immensely enlarged the waste of 
the national capital set in motion by the expenditure on the railways 
themselves. Onward stiU pressed the gale; foreign nations were 
carried away 1^ its force. They poured their goo£ into America, 
so overpowering was the attraction of high prices. They supplied 
matcrifJs for the railways, and Inznrira for their constructors. 
Their own prices rose in torn ; their businesa burst into unwonted 
activity ; profits and wages were enlarged ; and the vicionB cyole 
i-epeated itself in many counfjiee of Europe. Over-consomption 
advanced with greater strides ; the tide of prosperity rose ever 
higher; and the destruction of wealth marched at greater speed." 

Fixed capital is an implement of permanent value; but it repays 
not all at once, bat little by little, after long use. Consequently, 
the formation of fixed capital implies a temporary destruction of 
capital, an excess of consumption, a decrease of purchasing power. 

Take a railway, for instance. It has cost in wages and main- 
tenance of labonrers, and in materials of all sorts, say ten thousand 
pounds per mile. This £10,000 is for the time withdrawn from 
circulation. No doubt it will eventually be more than repaid, but 
it is a quesldon of time. We see this going on in the United States. 
A crisis raged there for two or tlwee years; by that time the 
capitel consumed had been replaced, and the crisis came to an end. 

Another point: fixed capita cannot be utilised if there is no 
available circulating capital Ships and railways are useless if there 
are no commodities for them te ooavey; a factory cannot be worked 
ouless' there are consumers ready to buy its products. If, then, 
circulating capital has been so far exhausted as to take a long time 
replacing, fixed capital most meanwhile remain nnprodnctive, and 
the crisis is so much the longer and morct severe. 

The simplest observation shows that the crisis of 1876-79 was 
doe to no other caose. We have just seen how it was brought 
about in the United States. In Germany, it was owing to the frigl^t- 
fnl cooBomption of capital in fortresses aod armaments, in which the 
Government has, 1^ the help of the war indemnity, been aide to 
indulge itself. 

England, for her part, has been supplying circulating capital to 
the United States, Turkey, Egypt, and her own colonies. Some <^ 
these have become insolvent, and the others will take long to regain 
their purchasing power. Hence a crisis. 

And this is only one side of the question. In economic matterg 
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there is alwaya. ft refiex notion to be taken into aocoant. The 
Engliah mannfaottu-ers, for ioBtance, famieh India, AnBtralia, tmd 
America nitb rails, engines, iron bridges, eto. The demand being 
oonaideiable, they augment their me&ns oE prodaotion, and add the 
consnmption of their own oiionlating capital to that of their 
cuBtomero. When pnrohaaerB fall off, they have no longer the 
oircnlating capital to employ their fixed oapital. Thns, in 1873-4 
the number of blast fnrnaoes in Englaad rose from 876 to 959. In 
1878 only abont half that number were at work. 

All over-prodnction is teally OTer-oonsnmption. The ovet-pro- 
docer is one who begins by consuming, in wages and raw material, 
' a Bum. which be afterwards fails to recover. 

SnperGcial observers have seen only the last stage, and overlooked 
the first ; and ao they fall into the mistake of fancying, in fall nine- 
teenth oentnry, that there is an excess of prodnotion, when, oat of the 
thirteen hundred millions who people the globe, not one million 
perhaps are in a position freely to satisff tlieir wants. 

Over-prodnction may exist in particular industries, but it cannot 
exist in all at once. When all industries suffer simultaneonely, it 
IB from a very different cause, as we have already shown. 

But the human mind is slug^sh. The capitalist is seldom a man 
of initiative. The maotifacturep, who is, is mostly guided in the 
choice of his product and in the metbod of prodnoing it, not by 
thorough scientific observation, but by chance and personal incli- 
nation, 

Man is an imitator. Certain manufacturers succeed, and immedi- 
ately other maunfaoturere and other capitalists say, " Let us manu- 
facture the same thing." They hardly think to inquire whether the 
manufacturers first in the field are not equal to satisfying the whole 
demand. This instinctive movement has the good effect of pro- 
voking competition, of stimulating innovations, and of cheapening 
the market; but these improvements are not effected without 
difficulty; and often the production of a particular thing is out of 
all proportion to its utility. Then the struggle for existence does 
its work. The weak disappear, the strong survive j and the 
former, not unnaturally, com{dain of over-production.' 

Economic science, like all other sciences, has its commonplaces. 
Eoonomists are accustomed to say that " Capital applies itself to the 
most profitable bmnchee of trade, and rapidly abandons the less 
profitable." " Rapidly ? " Xo, not quite. It does, no doubt, abandon 
them perforce after a long and often cruel struggle, but not till then. 

Capitalists are like sheep; they must do as the rest do. Eaoh 
takes his capital where every one else takes theirs, and then be is 
astonished at the congestion of capit&L 

' B«e, vrith regard to tbe pajohologiiul aspeot of oriees, tbs Spealator, toi the 
seth of Deocmbet, ISTB, p. 1633 
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Nolwithatanding all the marvela which hare been a<;ooiuplished 
this century, we cannot conceal from onraelTes that the industrial 
and commercial olaBaes are largely creataroB of pontine. But If 
they cannot keep pace with changing wants and new economic 
conditions, they must take the conBeqnences. 

We have said that eschange is one form of division of laboar ; 
bnt onr nteana of commnnication, mnoh as they may have improved 
during the last half-centnry, are still far from perfect. Thos it 
happens that A mannfaotares an article which B may want. Bat 
in order that A may sell his article, it is not enough that B wauts 
it. A must be able to find B. 

Now, A may make a good many articles in the belief that some- 
where or other there are Bs who want them. Jerome Fatnrot made 
mUlions of nlght-oaps on the gronnd that there are millioDS of 
people itt the world unprovided with them. But if Jerome Patnrot's 
night.cape do not fall into the hands of those who use them, and if 
he cannot persoade those who do not use them that they are abso- 
lutely indispensable, he will simply have been guilty of over- 
prodnotion. 

Bnt if Jerome Paturot cannot make good the consumption which 
tiiis production has entailed, he will fail, and his failure will make 
itself felt on all sides. It is a waste and destraotion of capital. It 
is over-oonsnmption. 

Those persona — and there are a good many of them — who attach 
some mysteriona power to money, say that money is the cause of 
crises. 

" The determiniog cause of all these crises," says H. Emile de 
Laveleye,^ " lies in Sie drain on the precious metals." This phrase 
just ezprMses the notion which has given the name of " money 
market to the mechanism for the interchange of capital. The 
drain on the precious metals is an effect and not a oanse. There is 
a demand for money; why P Because there are payments to be 
made, and the debtor has not commodities sufficient to pay witii ; 
or because the seller is in want of money, and insiats on being paid 
in coin. 

We have seen of what secondary importance money is in business 
transactions in ordinary times ; bnt it is a vehicle, an intermediary. 
Now, foreign countries, or cerbtin parts of the country, may have 
absorbed great quantities of money. India and Russia, for instance, 
having no use for English products, such as iron, machinery, or 
textile &bricB, require payment ia gold for their cotton and their 
corn. Dsaally, this demand for gold is a symptom of distress in 
the country which makes it. It prefers it to mannfactnred articleB, 
because it needs it for its internal ooasumption. If it is not to be 
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had in the oooDtry from which it is demanded, then tiiere ib first 
obstruction, and then stoppage, jnst aa it would be if there were 
mach traffic and a want of vehicles. 

It has been said that crises wise fin)m the exoessive issue of bank 
notes. This was Sir Bobert Peel's opinion. i/Lr. Tooke has proved 
b; facts that in all cases of a rise or fall in prioea, that rise or fall 
has preceded, and therefore cannot have been caused bj, the 
increase or diminution in the issne of notes.' 

Here, again, the effect has been taken for the cause. Paper 
obtains credit only when it is qnite certain that it can be reduced 
to money. Here Ute psychological question recnra. Those who 
ask for the money do not want to keep it, they only want to have 
it for a moment in order to exohange it for other products. The 
absence of money is of importance only so fv as it ahoirs that there 
is a difficulty in procuring it, and tMt this difficulty arises from, 
an interruption in the exchange of products which might have 
lorocnred the money, or have tendered it nnneoeaaary to have 
recourse to money at all. 

The assignata, which occasioned snob a fearful crisis, represented 
excellent value, via., land ; bat it was fixed capital, not readily 
transformable into circulating capital, which was what every one 
was wanting at the moment But metal money may be abundant 
during a violent commercial crisis. It is the story of the miser 
dying of hunger in the npdst of his gold. The crisis of 1857 
occurred eight years after tiie immense ^coveriea of gold in Cali- 
fornia. It had nothing to do with an absence of goldj but the 
Crimean War had produced over- consumption, a bad harvest had 
aggravated this over-conaiwiption, there was not circulating capital 
enough to carry on production, and there were therefore no |U!0- 
duots to exchange. 

Bagehot advises the banks to lend as much money as possible 
daring times of panic. Panic arises from the idea that you have 
no money. Ton must show that you have. Once produce this 
conviction, and the drain of gold will stop of itself aa soon as the 
Bums it was intended to pay are paid ; and the natural interchange 
of products again begins to work. 

The werchante, — who, to a certain extent, understand these things, 
— have sometimes faced them with sui^rising heroism. 

In 1797 the Bank of England suspended cash payments ; in 1911 
the Government gave forced cnrrency to its notes, and this regula- 
tion lasted down to 1822. Pollowing the example set them by their 
fathers under ani^logons circomstances in 1745, the merohants, 
bankers, m&nufootnrers, and ship-owners of London immediatdy 
oalled a meeting, in which it was decided that they would in no 

^ Siitory of Prieti. -, I 
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caee refaee to receire b&nk-notes in payment of anms due to them, 
and tbat they woald do their ntmoat to effect their ovn payments 
in the same manner. It is for scientific history to render homage 
to these nameless heroes. 

Even crises have had thetr apologists. A oorrespoodeut in The 
Time» oi the 11th of January, 1879, congratnlated the United StatM 
on the crisis they wore then nndergoing. Up to 1875 all expen> 
ditnre, both pnblio and private, had been recklessly increMod. 
Then came the crisis, and every one reduced his expenditure within 

ftroper liwitB. " Setreuchment " was the order of the day in pnb- 
io hosinesa; Btnecnrea were abolished; onnecessary pnbUo works 
were abandoned. The expenses of New Tork State had amonnted 
in 1874 to £3.500,000 ; in 1878 they were rednced to £1,600,000, 
out of which £115,000 were pnt aside to pay off the debt. 

There is some tmth in the idea that sorrow has its uses. We do 
not begin (o take care of oorselvee till we find ourselves thoroaghly 
ill Bnt sometimes it ia then too late. 

Even Btateemen are constantly encouraging the destruction of 
capital. They fancy thai prodigality jn^tmotes trade. Fgtes, balls, 
the bnilding of palaces — aU this ia good for trade. The construc- 
tion of the fortifications ronnd Paris was good for trade. They do 
not see that they are creatiag a waste of drcnlating capital which 
is never reproduced; and which, thus consamed, loses all pnrchaaing 
power. They will say next that war affords a good outlet ; so it does, 
in a sense, uid so does a sieve. The capital thus swallowed up can 
create no further demand for labour. Uan himself, therefore, foils 
in value; wealth decreases ; and a crisis follows, more or less intense, 
more or less prolonged, but always, and in any case, disastrous. 

Hence : Commereial andJUumdal oritu are protUuxd, not by over- 
produetiim, but by over-conewr^tion. 



CHAPTEB IV. 

BANKS. 

I HATS said that credit is analogons to transport.! >p(,Q oqq tends to 
annihilate time, and the other to annihilate space. Bnt the langn^e 
of Eooaomy is still far from exact, inasmuch as it has g^veu to the 
word " credit " an nnforeseen extension of meaning, not only setting 
aside its etymology, — which wonld not much signify, — but inolnding 
under the term a range of functions not strictly of the same natnre. 
Thus, the institutions which deal with credit may carry on opera- 
tions of a very varied character. 
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They may take apon themBelrea the ohai^ of the precions metals, 
bonds, and seonrities, or gnarantee a certain standard of com. 
These are simply measnres of security. 

Or they may undertake the more economical transfer of bnllion. 
Here they touch npon the domain of transport, since the object ia 
to snrmonnt the obstacle of distance. 

Or, lastly, they may make it their bnsineea to discount bills, to 
make advances, and to defray loans; and here their object is to 
economise time. 

All the insfeitntions which carry on all or any of these operations 
are included under the name of Banks. 

Adam Smith ^ has admirably described the fanctions of banks 
dnring the seventeenth centnry, in small States sach as Hamburg 
or Genoa. They had nothing to do with discounting, nor with the 
custody of money, nor eren with saving the transport of money. 
They concerned themselves only to procure good money. 

In order to uoderstand this, we must imagine a little State enjoy- 
ing a great trade, like Genoa, Hamborg, or Amsterdam. It receives 
from the neighbonriDg States all sorts of worn and clipped money 
to Bnoh an extent that, at Amsterdam, the cnrrent coin was 
depreciated 9 per cent. As soon as a good ooin appeared, it was 
mdted down and exported ; and the oonaeqnence was, that as good 
money was not always to be had for paying bills of exchange, the 
valne of such bills fluctuated in a manner very injnrioos to the 
interests of commerce. " In order to remedy these inconTenienoee, 
a bank was established in 1609, under the gnarant«e of the city 
This bank received both foreign ooin and the light and worn ooin 
of the country, at ita real intrinsic value in ^e good standard 
money of the country, dedncting only so much as was necesBary for 
defraying the expense of coinage and the other ueeeasaiT expense 
of management. For the value which remained after this small 
deduction was made, it gave a credit in its books. This credit was 
called bank money, which, as it represented money exactly accord- 
ing to the standai^ of the mint, was always of the same real value, 
and intrinsically worth more than current money. . . The 

money of such banks (i.e. Yenice, Genoa, Amsterdam, Hamburgh, 
and Knrembei^,) being better than the common currency of the 
country, necessarily bore an agio, which was greater or smaller 
according as the cnrrency was supposed to be more or less degraded 
below the standard of the State. The agio of the Bank of Ham- 
burgh, for example, which is said to be commonly about 14 per 
cent., is the supposed difference between the good standard money 
of the State and the clipped, worn, and diminished currency poured 
into it from all the neighbouring States." 

1 WeaUh of NaHotii. Book IV., ohap. UL ., 
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To this very important fanotioa of oreating a, good coinage nas 
added next that of the cnstodj of money. The bank guaranteed 
the monej entmsted to it against fire, thieves, and other accidents. 
Then came another question — the saving of time and space. It was 
no longer neceesatj to connt or oarry the monej ; a simple transfer 
on the books was enough. 

The Bank of Amsterdam did not lend oot the smallest part of the 
moneys deposited with it, For every florin for which it gave credit 
on ite books it paid the value of a Sorin in money or ballion. 
^Existing, na it did, for the public service, and not for its own profit, . 
it was placed under the care of the four hnrgomasters. Such was 
one form of the- primitive bank. 

The Italian banks were financial companies for lending money to 
the Qovemmenta of their respective cities. It was not till later on 
that they undertook commercial banking operations. 

The need of security led to the formation of deposit banks. The 
English merchants oaed to place their money in the Tower of 
London, until Charles I., without consulting them, seized £200,000 
nnder pretence of a loan. The merchants withdrew the rest, and 
adopted the onstom of placing it with the goldsmiths, a oastom still 
maintained in Liverpool. It is this need of secnrity which now 
leads to enormous sums being deposited in the Banks of England 
and France. 

If a bank of issue allows interest on deposits, it must find employ- 
ment for them. 

In order to economise the transport of money or commodities, 
antiquity itself invented the bill of exchange. It was known in 
Athens, and at Borne. It was in constant use in the fourteenth 
century. One of theUost important parts of & banker's basiness 
is that which deals with hills of exchange. 

Tbe late Professor Stanley Jevons raconnts the expedients used 
as snbstitntea for metal money: — ^ 

1. The roplaoement of standard money by representative money. 

2. The intervention of book-credit. 

3. The cheque and clearing system. 

4. The use of foreign bOls of exchange. 

5. The international clearing system. 

The list is not in chronologioJEil order, for the bill of exchange 
preceded tbe cheque. The London and Westminster Bank, the 
first, deposit bank that issued cheques, dates from 1834. The 
cheque has only been nsed in France since 1865, and is hardly yet 
Acclimatised. 

Yet the idea is very simple. Two people have business relations, 
sometimes buying, sometimes selling. They see that it is a waste 
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of labour to be constantly Bending money to and fro between tfaem. 
It is only necessary to pay the difference, if there is any. 

Now, since merehanta are in the habit of depositing their mon^ 
in common centres, a simple transfer on tbe books is all that is 
required. The cheqoe is an order to transfer. The bit of paper 
that A gives to 6 means that the Bnm which has so far stood to 
tbe credit of A shall henceforth stand to the credit of B. 

In England a system of compensation was established between 
the banks before the ose of cheqnes was introduced. Tbe Clearing- 
hoose was established in 1775, to avoid the carriage of money, and 
to eare the rounds of tlie bank clerks. Twenty.six banks, acting on 
their own initiative, and witbont legal intervention, formed a private 
association, meeting in a common room. In 1810 the B,sBociated 
banks were forty in number ; they are now only twelve, bnt ex- 
tremely ponerfnl. They effect a duly settlement on paper amounting 
to £20,000,000. This represents a weight in gold money of 157 
tons, and in silver money of 2,500 tons. Not a single shilling 
passes ; all differences are settled by drafts on tbe Bank of England. 

Here is a real bank of exchange, whioh Proadhon wonld have 
done well to stndy, instead of dreaming of one of bis own. 

In 1858 Sir John Lubbock and Ur. W. Gillett oi^nised a 
clearing- house system for the provinces. This system is very 
simply explained by Professor Stanley Jevons, in the following 
diagram : — 

■ b oe f timti rs tuvwvy > 
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Every country bank has a current account with some bank in 
London ; aqd all tbe London banks settle their mutual transactions 
daily through the Clearing-house. It follows that a payment can 

> Monty, obap. xii. /-- i 
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be effected between peraouB in different parte of the country, vid 
Ijondon. In DiagrcuQ 47 let P, Q, B, be ooontr; banks, ha<rin^ a 
LoadoQ ^ent S ; &nd let U, V, W, be other country banlca, having 
a London agent Y. If F'b onstomer a wishes to make a payment 
to U'b CDBtomer r, he sends him by post a cheque on his banker 
P j and r, od receiving it, has it carried to bis acconnt by U, who, 
having uo direct communication with F, Bends it to T, who pre- 
sents it to X throogh the medium of ihe Glearing-hoaBe. X debits 
P with the amonnt, and advises him by the next post. Nothing 
conid be more simple than tlijn ftrrangement. 

The inatitntioii of clearing-bonses is spreading. They have them 
at Manchester and Newcastle, but, oddly enough, not at Liverpool, 
which has not adopted oheqaes, bnt prefers to use bank-notes and 
money. It is a local cuBtom of the trade. 

The Kew York Clearing-honse dates from 1855, includes fifty- 
nine banks, and does an enormous business. A Clearing-honBe was 
established by some bankers in Paris on the 18th of J^rch, 1872. 
The following is a table of its operations np to the 81st of March, 



1B72-1878 . 
1873-187* . 
1874-1878 . 
1876-1876 . 
1876-1677 . 
1877-1678 . 
1878-1879 . 
1879-1880 . 



16,617,548,437-86 



In 1812 Bobert StepbenBOn and Morison established a sort of 
Clearing-houBe for setuing acconnts between rulway companies. 

In 18/4 the London Stock Exchange Clearing Honsa was started, 
for the purpose of balancing, not sums of money, but quantities of 
scrip between the various broken. It must be observed that the 
amonnts transferred represent only 10 per cent, of the businesB 
actually settled. 

We see then that these institntions all aim at eubstitnting for the 
nse and traneport of coin a simple transfer on paper. We may 
say that the ciroalation of a country develop» with the deereate of the 
use of money, in proportion to the extent o/itt butiitegs. 

It is one aspect of the fact we have already remarked, that 
indttstrial progress contiati in obtaiaiTig the greatetl poseihle inverso 
proportion between the amtamption of circulating capital omd the retwm 
affixed capital. 

We have jaat seen that banks fulfil three important funotions; 
proonring good money, taking caie of money, and economising the 



nae and (ranaport of laoaej. In Ots performwice of these three 
fonctioiiB, they are aided bj paper mon^ in varions forms : — bills 
of exchange, cheques, and bsjik-notes ; a bank-note being a kind id 
cheqne payable to tihe bearer without endoTsement. 

Bat banks have another important Amotion, that of credit 
properly so called. They &cilitat« loans between A, who does not 
know what to do with his money, and B, who wants it for immediate 
Qse, For this purpose they nae paper money, disconnting drafts, 
and notes payable to order, which are promises to pay. And lastly, 
for some yeora past, they have absorbed as maoh capital ob possible, 
have issued notes, subrentioned large enterprises, and lent credit to 
embarrassed States. 

The profit derived by Ute bank from all theae transactions of 
every sort is a commission. 

The bankers, rich as they are, do not work on their own 



The real source of their profits is the confidence they inspire. 
The banker is a broker between manufacturer and capitalist, and 
between trader and trader. His profits are in inverse ratio to the 
capital reqsired. The capital itself is simply a oonoeasion to 
pnblic opinion. 

Discoaotin^ oonsista in oaabing et^agements contracted on ac- 
count of actual indnstrial operations. 

Diaconnting in London includes two functions, Istly, the pro- 
curing money for country bankers, by discounting their paper when 
tbey are obliged to borrow, which seldom happens; 2ndly, the 
country bankers having almost alwaya, on the contrary, too much 
money, the London bill-broker finds employment for it in dis- 
counting commercial bills. According to a statement of Mr. 
Bicbardaon, one of the principal bill-brokere in London in the early 
part of this century, the second kind of baainess is fifty times as 
extemive as the first. 

It is not necessary to go into the details of banking. We have 
said enough to indicate ite two leading features. It now remains 
to consider the great question of the national banks of France and 
England. 

The Act of 1844 divides the Bank of England into two branches ; 
the Banking Department proper, and the laaae Department, whose 
sole fnnotion ia to issue btuik-notes not exceeding in the asgre^te 
£15,000,000 on Government securities in the vaiUts of the Bank. 

Nobbing could be more nnacieutific than this distinction ; for the 
use of btmk-notea ought to vary with the diaootmting of bills of 
exchange. 

I borrow the following balanoe-eheet from Mr. Bogehot's work; 
but it would be easy to draw np a similar table from the aooountB 
published every Wednesday. 



Issni DKFASTHHirr. 



OoTsrnmcnt debt , . . £11,016,100 
Other BetmritieB .... 3,984,900 
Ooldocun and bnllion . . 18,286,640 
Silver bnllion .... 



BUfKlNO DxPABmNT. 



Pro[RietoTs' Mpltal . .£14,563,000 

B«Bt B,103,e01 

Pablia depoails, inolnding 

Eiobe^aer, SftvingB 

Banks, CominiBfdoQerB 

ol Natjonal Debt, Mid 

dividend aeoounis . . 8,W6,31S 
Other depoBitB .... 16.301.607 
Sena dar and othee 



Oorenunent BMiiritieB 
Other aeenritieB . . . 

NotaB 

Gold and mlver edn , 



446,490 
3M4.B91.ei8 I 



. £13,811,958 

. 19.761,966 

. 10,389,690 

907,963 



£44.891.613 



Thus, ont ot the total ntunber of bank-notes {p circalation, 
£15,000,000, issaed on the National Debt and other Monritiee, are 
guaranteed by the State, and ^618,288,640 are isaned on gold coin 
and bullion. The Bank am in no way angment the oircnlatioii. All 
other notee issned by it mast be goaranteed by specie. Sach ia the 
"ironByBtem" "which mins ne," say its opponents, "which saves 
US," say its advocates. 

ITow, no bank in or oat of London, except the Banking Depart- 
ment of the Bank of England, possesses any consideraUe snm in 
Bpede or negotiable seonrities, beyond what is required in every- 
day bnsiness. 

On Deo. 29, 1669, the Debit Aooonnt of this department woa 
as follows ; — 



PobUa depmdta 
Private depodtB 
BillB at Berot dayi 



£8,585,200 

16,201.600 

44G,480 



The Credit AMonnt slunnd a teeerre In legal enirenoy of: — - 



rVti^le . 
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This ia the entire reserte in legal carrtmcj, witli which, aooording 
tio lavr, the Banking Department {aces & debit nearly three timeB as 
great. It has no other ready money. 

All the other London banks deposit their principal reserve with 
the Sank of England. It is the bankers' bank. The reserve 
of the Bank of Bqgland (averaging, between 1866 and 18?3, 
£10,000,000), is the whole of the money at disposal for meeting 
the debts o( Lombard Street. Nay, more ; as all the country banks 
Bead their money to London, the mon^ in the vanlts of the Bank 
of England forms not only its own leseFve, bat that of all the banks 
in the ooantry. Nor is tlus all. Ever since the Franco-German war, 
London has become the clearing-honse of Europe. The Bank of 
England reserve has therefore to &ce the contingency of a demand 
or immediate payment all over Europe. 

All the banks depend on the Bank of England; all the merchanto 
depend upon the banks ; the reserve of the Bank of England is their 
sole guarantee; and this guarantee the directors of the Bank 
have a constant t«ndency to reduce in order to pay larger diridends 
to their shareholders. 

The London and Westminster Bank holds a reserve of only 13 
per cent, of its deposits. The Bank of England reserve is over 40 

Ser cent. Hence it will be easily understood that there is a great 
ifFerence in the rate of profits, and that the shareholders of the 
Bank of England are constantly complaining and niging the 
directors to diminish It. Thus the whole gigantic strnctnre of 
English credit rests on the Bank of England. It is a pyramid 
standing on its apez. Besides, the int«resf« ot direotors and share- 
holders clash with those of the pnblio ; while the mode of appoint- 
ment of the directors themselves affords no adequate security for 
their competency. 

Nevertheless, no one imagines that the Bank of England can fail. 
It is a sort of fetish. Its solvency is an article of faith, tt makes 
no difference that in 1797 it suspended payment, that it very nearly 
did so again in 1825, and that in 1839 it was only saved by a loan 
from the Bank of France. Three times since 184A Peel's Act has 
had to be suspended : — in 1817, because its reserve had fallen to 
£1,994,000 ; in 1857, because it had fallen to £1,602,000 ; and in 
1866, because it had faUen to £3,000,000. But what does it signify ? 
It is an accepted fact. The Bank can never fail. 

We are here in presence of the same paychologioal fact which 
explains the existence pf scf many an old and abominable institution. 
People believe in it. People are used to it. It is the same force of 
onstom which everywhere preserves so mach that is bad and oso- 
less. 

Mr. Inglis Palgrave, in his Notei on Banking, reckons that the snm 
total of bank-notes and specie in the hands of the bankers of the 
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United Kingdom (ions not, amount to more tfaan fonr or five per 
cent, ot their engagementa. 

The eotire oredJt of England is thus based on a fiction, though 
of conrse eveir one is convinced that the trading clasBcs and their 
onstomers will never need to draw ont at one moment the tnentieth 
part of the money of nhich they are entitled to draw the whole. 

In France, the law of 1791 proclaimed liberty of labonr and of 
internal trade. Several banks were fonnded; they inspired con- 
fidence notwithstanding the terrible cataclysm of the assignats : 
credit was established ; and they met with a snccesa which proved 
their min. Their snccese tempted the Qovemment. Bonaparte 
thonght to manage bnsinefis as he wonld manage a battalion. He 
wrote to Connt Mnllien, " The Bank must always discount bills 
at 4 per cent," To hira banking seemed a department of Govern- 
ment, an engine of credit. The capital on which he started it was 
the privilege of coining money. 

Snch were the doctrines wnich inspired the law of the 24th of 
Germinal in the year XII. of the Republic, to which the Bank of 
Franco owes its origin. The Government converted a part of its 
capital into Government stock, which the Bank conld not sell 
withont its anthority. It took possession of the rest, and gave 
drafts on the receivers- general in foroed exchange. Oat of an 
amonnt of 97,000,000 francs, diacoanted in 1805, 80,000,000 were 
composed of securities of this sort. 

As long as the £mpiro lasted, the Bank was commei-cially osele^s. 
All Its capital was engaged in Government fnnds, and was returned 
on deposit to guarantee loans at three months compulaonly 
renewed. White it had 128,000,000 francs thus absorbed, it had 
less than 18,000,000 francs in commercial bills. 

On January 18, 1814^ the Bank inflicted losses to the extent of 
12 per cent, on the holders of its notes. As to its shareholders, 
they realised under the first Empire profits amounting to 90,000,000 

Under the Bestoration the Bank continued its relations with the 
Government, with the result that in 1818 it was obliged to reduce 
the date of maturity of its bills from sixty to forty-five days, and a 
crisis ensned. Still it continued its connection with the State. In 
1825, the Duke de Gaeta expressed his great regret at "the depri- 
vation of the extraordinary advantages which the Bank has derived 
in previous years from the service of the State." The Revolution 
of 1830 renewed these advantages. In 1833 M. Odier said in his 
report, " The Bank must seek every opportunity of extending its 
relations with the Government." 

Bat now observe what took place. The Bank wished to remain 
a Parisian bank, doing important business with the State. But 
local banks were founded at Lyons, Marseilles, Havre, and Lille ; 
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while Orleans, Amiena, Dijon, and Toalooae presented tbe etatntefl 
of their banks for approvftl. What was the Bank to do p It got 
the Gonncil of State to sanction the principle that every local btuik 
sboald be limited to its own locality, and ao external comma nication 
allowed. 

The Bank Charter expired in 1843, bnt was renewed for twenty- 
fonr years. Branches were established in Tarioas towns ; bnt they 
were simply dlsconot hoases. The Bank made no increase in its 
capital in order to supply them. 

The amount of bnainesa steadily increased. In 1846 the total 
money reserve consisted of current acconnts belonging to the 
public and the Treasnry, which were liable to be withdrawa at aoy 

During this year the reserve fell to the extent of 172,847,000 
francs. M. d'Ai^ont ascribed this fact to the dearth of provisions; 
bnt the figares bear no relation to the importation of grain. Id. 
Grandin explained the matter more correctly in the Chamber of 
Depnties. The Ministry bad ahrnptly withdrawn its deposits. 
The Bank had sent ont 110,000,000 francs in coin for the beiieBt of 
the bankers, who were nsiug it to tender for foreign loans ; and the 
public had withdrawn its money to invest in railways, 

During the year 1847 the Bank was put to all sorts of shifts, none 
of which, however, proved prejudicial to its shareholders. 

Then came the Bevolntion of 1848. Between the 26th af 
February and the 14th of March the reserve fell from 140,000,000 
francs to 70,000,000 ; on the evening of the 15th there remained 
only 69,000,000. The vioions nature of the system became apparent. 
The Bank had 125,000,000 francs due to the Troasory, which 
required them. Its liabilities amounted to 305,000,000 francs, 
while its main asset was 1,170,000 francs of Rentes, which it coold 
not negotiate without cansing a panic. A forced currency was 
established, and a decree of the 27th of April nnited all the depart- 
mental banks with the Bank of France. 

Fresh privileges were conferred by a decree of the 3rd of March, 
1852, providing for the extension of the Charter, which was to 
expire in 1867 ; and in that year it was extended until 1897. The 
Bank will probably within the next five or six years propose a 
further renewal. The whole qnestion will then have to be 
thoroughly dealt with. 

In 1857 the Bank obtained the privilege of raising its rate of 
discount above 6 per cent. In 1861, it profited by this concession 
to raise the rate to 10 per cent. The Government then reasenred 
pohlic opinion by an inquiry, which has so far only resnlted in eix 
quarto volumes, entitled EnquSte sar h. Cireulation Manetaire. 

We mnst here briefly explain the operations carried on by the 
Bank, and the objections raised during the inquiry, i \ino|i> 
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Tfae baainess of the Bank of France oonsiBta in : — 

1. Disconnimg bills on Paris or on towoa where the Bank has 
branches, drawn at not mote than three months, and bearing three 
endoraementB — or two only where it is a bondjide trade traasactioB, 
but in. that case accompanied bj a tranBfer of Government stock, 
bank shares, or receipts for goods. 

2. Making advances on French Government stock, payable 
within a fixed oranindefinite period ; on French railway shares and 
debentures ; on bonds of the Credit Foncier and the city of Paris ; 
and on deposits of a value of 12,000 fianofl at least, in bnllioii or in 
gold and silver coin. 

3. Tsaning bills payable at sight and to bearer, and bills trans- 
miaaible by endorsement. 

i. Taking ohai^, on payment of a consideration, of national 
bills and securities, and French or foreign stock, and to reoeivs 
payments on account of them payable in Paris. 

5- Receiving on oarrent account moneys paid into it and bills 
on Paris, and carrying out instructions respecting them to the extent 
of the amounts in its hands. 

6. Issuing bills payable to order at the branch hanks. 

Now, what ought to be the chief object of a national bank P To 
assist the operation of credit between individuals, and to facilitate 
exchange by negotiating bills. 

But, advauces on Government stock and other securities do loss 
good b> trade than to the apeoulators, who borrow on the secnrities 
they deposit, and with the advances thus obtained purchase fresh 
securities and begin again. When money is plentiful, the Bank 
advancen freely, and its shareholders profit at the expense of the 
rate of discoont. When money is scarce, the Bank finds it necessary 
bo husband its resources, and raises its rate of discount. 

It is a curious fact, and one which proves bow little economic 
questions are understood, that several witnesses at the inquiry pro- 
posed that the Bank should have a uniform rate of disconnt 1 

The Bank has always opposed the issue of bank-notes for small 
sums. If it has now and then allowed tbe practice for a moment^ 
it has always suppressed it on the first opportnaity. 

In an ordinary transaction only two signatures are necessary, the 
boyer's and the seller's. Bnt the Bank requires three signatures. 
Tlie real contracting parties have therefore to pay a third. It is 
tone that a decree of 1868 facilitated the discounting of bills with 
two signatures, by authorising the Bank to accept as security, in 
lien of the third signature, the deposit, not only of its own shares or 
of Government scrip, but also of any sort of seourities on which it 
ordinarily makes advances. 

The Bank has the right of curtailing tfae period which bills have 
to mn. Such a right is absolutely revolutionary. It has also the 



right arbitrarily to refnse tlie paper of any bonse it chooses ; and 
from thie decision there is no appeal, though the motive may have 
been nothing bnt caprice, rancour, or political hostility. It is said 
that it never abases these estravagant powers. Perhaps ; but that 
would only show that the men are better than the system. 

It ie, of conrse, a bold thing to attack the Bank of France. We 
shall be told of the immense services it rendered daring the war, 
and of the l,4i85,000,000 francs it lent to the Government. Bat sup- 
pose the Bank had never existed, wonld France herself have been 
the less wealthy ? Not in the least. The Government would have 
gone elaewhere for the money, that is all. We may rest assured 
that the Bauk had the best of the bargain. For it is the peculiar 
advantage of this half-public, half-private institution, that it 
flonrishes bent during times of trial and disaster. A glanoe at its 
dividend will prove this. 

In I84i6, the shareholders received the highest dividend they had 
ever had, viz., 1-59 francs ; in 1847 they had 177 franca. The 
dividend of 1869 was 107 francs; then came the war, and in 1870 
the dividend was 114. 

Troubles accumulated, and the dividend rose in 1871 to 300 
francs, and in 1872 to 320. Prosperity returned ; in 1378 the 
dividend bad fallen to 95 franos ; in 1879 it was 110. 

M. Thiers said, in June, 1871, that " the Bank, by its services to 
the State, had covered itself with honour." We have seen that 
while deserving well of its country, it had deserved still better of its 
shareholders. 

In reality, the Bank of France has no capital at all ; for what 
capital it has is locked up or invested in Government funds. For 
meeting its engagements it b^ nothing but deposits of coin which 
may be withdrawn any day. Its reserve, which seems so large, may 
vanish at any moment. It ia therefore purely fictitious. 

This rapid sketch of the position of the national banks of England 
and France suffices to show on what an anomaly the entire credit — 
and consequently the whole industrial and commercial system — of 
the two countries rests. It is the monarchical idea applied to credit. 
The Government has thought proper to exerdse a royal prerogative 
on the traffic in paper money. Its interference has done nothing 
but harm ; for by concentrating all responsibility on a single estab- 
lishment, by making it the sole reservoir of money in the country, 
and by inspiring the erroneous belief that no storm, however 
terrible, can ever sink it, the State has carefally paved the way for 
the very catastrophe it seeks to avoid. By mixing up public and 
private 6nanoe, it still further complicates the sitoation and adds 
to the danger. 

Statesmen, who are rarely economists, have always been un- 
willing to admit this fact — that a bank-note is nothing more than 
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an ordinary commercial bill of bond. It is not a substitute for 
money, bat for other paper. The bank-note represents the endorse- 
ment by the bank of the note issued ; only, as the bank's signatnre 
is at present good and universally known, the note is negotiable, on 
the sheer nnderstanding tliat the bank is pledged to pay it in cash 
on presentation. 

Now, as we have jnst seen, this obligation on the part of the 
national Banks of France and England is not enforced by any 
adequate sanction. Nevertheless, they go on, and it is only once in 
a decade or two that they fail to keep their engagements, — which, 
for a public institution, is not had. 

It is tme they have a comparative stability ; but what does it 
come from ? Kot from their capital, not from the money they 
have in hand ; it rests entirely on their notes and on pahlio 
opinion. 

Accordingly, it is not the pablic who lean on the bank, as is 
generally supposed; it is the bank which leans on the pablic. When 
the bank is ruined, it is the public who save it. 

This being so, what can he nrged against freedom of hanking P 

A banker — a bill-broker if joa will — thinks proper to issue notes 
payable at sight to the bearer. What risk is there ? Since the 
notes are at sight, he is always bonnd to give cash for them, or he 
may as well close his bank at once; and hanks are not usually 
opened to-day to be closed to-morrow. 

The admirers of monopolies are always boasting of what mono- 
polies have done ; they take no account of what monopolies have 
hindered. 

If with a reserve of £1,000 the banker can issue notes ap to 
d64,000, he obtains from the public £3,000, for which he pays no 
interest, and puts it out at, say, 5 per cent, by discounting bills 
at that rate. It is his interest to keep as many notes as possible in 
circulation ; and, as all other banks are similarly interested, there 
results a far greater ^tension of credit than could have been effected 
by a monopoly. 

This monopoly is so contrary to the nature of things, that, uot- 
withstanding all the protection enjoyed by tbe Bank of Franoe, 
business tends to desert it, and to betake itself to the great financial 
companies, which accumulate deposits in their safes, and take np 
bills below the bank rate of discount. 

On all accounts it is desirable to distribnte the risks as much 
as possible ; but the organisation of the national banks of England 
and France aims at concentrating them. The following remark 
of Mr. Bagehot's shows his appreciation of this r " The use of cre- 
dit is, that it enables debtors to use a certain part of the money 
their creditors have lent them. If all those creditors demand aU 
that money at once, they ci^nnQt have it, for that which their 
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debtors have nEed is lor tbe time beiag employed, and not to be 
obtained." ' 

Now, tbe bankers have oome to regard reserves in oosh as almoat 
saperfinons; tbere are sc^cely any except at the national banks. 
If a panio eopervenes, tbe entire strain is borne by tbe Back. Th? 
least symptom ia enongb to disturb the Bank of France. Notnith- 
gtanding its enormons reserve, we have sees it raise its rate ot dis- 
connt in 1879 and in 1880 ; and the slighteBt rise impedes oircnla- 

We may therefore conclude that : — 

The Bank of England and the Ba/nlc of France hate the Tehole organ- 
isation of credit in tho turn eoanlries retpectivelt/ on a perilous jiciion. 

Freedom ofitaue by all haitJts ought to be gubstilutedfor the existing 
monopoh/. 



PUBLIC OOUFAHIBS ASP ABSOOUTIONB. 

Iir primitive societies the strong impose their will on the -weak, and 
compel them to minister to pleasures which they keep to themselves. 
All arrangements made by authority have been made in this spirit. 
The master is a military or religions chief. He ciommands, the 
rest obey. Women are tbe first slaves, captives are the next. 
Castes are formed. In India the Brahmin has a right "to all that 
Hxists." The Sadra owes him obedience, must keep nothing for 
himself, cannot Bccnmnlate. We are told that Joseph said to the 
Egyptians, "Behold, I have bonght yon and your land for 
Pharaoh." In all primitive civilisations we see authority imposed 
by the stronger or the cleverer — which comes to the same thing — 
on the weaker and more orednlons. 

Ae wants and capacities alike grow varied, tbe necessity of ex- 
change is forced on tbe individual and the community. Bxchange 
is a contract freely entered into. Little by little, by the force of 
things, contract takes the place of prescription. This charac- 
teristic appears very strongly amongst the Athenians— a nation of 
merchants and sailors. When an Athenian undertook to supply 
a native of Smyrna or Miletus, the one thing of importance was, 
that the engagement should be punctually and exactly carried out. 
It mattered not to the one contracting party who the other might 
be. Fidelity to engagements is the sole basis of trade ; agreements 
and contracts have nothing personal in their character; they are 
absolutely real, using the word in ite strict etymological sense. 



1 Lombard Strut, p. 56. 
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Accordiugly, in the ancient world it is in the Greek conimercial 
cities, and espeoiallv in Athens, that we find the liveliest Bense of 
individual rights. 

In Rome, the iadiyidnal was absorbed in the State ; his person- 
ality and his interests are ill-deSaed. Still, the aBsociations which 
farmed the revenues appear to have had something in oommon 
with onr joint- stock companies, whose distinguishing feature is the 
concerning themselves with interests irrespective of persons. But 
the ol)ject which the old revenue- fanning companies had in view 
was neither commercial nor industrial ; they were the mere agents 
of the State, taking upon themselves the nngratefnl but profitable 
task of collecting the taxes. 

The monks of the West were real indnstriol and commercial 
societies.' lu times when public security was almost unknown, 
they placed themselves and their property under the protection 
of religion. Their capital and energy formed a common stock; 
they undertook public works, they cleared and cultivated large 
tracts of land. But in these communities men and things were not 
distinguished ; and often the abbey, instead of belonging to the 
community, was a mere appaoage of the abbot, who, in the use of 
his discretionary power, opealy made a profit out of the monks, 
while they in their turn as shamelessly traded on the credulity of 
the people. 

The merchants of the Middle Ages organised themselves into 
leagues, to protect themselves against tho barons. These defensive 
leagues, necessarily jealona and eiclusive, were so firmly organised 
that they developed into actual States. Cleuoa, Piea, and Marseilles 
banded themselves together, and traded with the infidel. Montpelier, 
which kept its consulship in the bands of merchants and traders, 
to the exclusion of doctors, advocates, and notaries, introduced the 
Arabian civilination into France, and, with Narbonne, Agde, NSmes, 
Beziers, and Cahors — then the centre of French commerce — served 
as a link between East and West. Bochella was connected with 
the Hanseatic Leagne, and tbe merchants of the Breton towns with 
those of Spain, Portugal, and Holland. Associations were formed 
by Avignon and St. Gilles; Sice and Pisa; Aries and Nimes ; 
Marseilles, Aries, and Avignon ; and Lyons and the towns of 
Champagne. The great London league inoladed twenty-foar towns. 
The Jews sought shelter from persecution in these centres. 

The modern system of partnership saems to have originated with 
the Lombards. The citizens of Genoa, Florence, and Milan, even 
when their cities were at war with one another, still put their 
capital into a common fund. The liability of the partners to third 
parties was a constant theme of discussion among their lawyers. It 

' See Histoire det pToUtairei, bj Xvm Gnjot and SIgismond Laozoii, ota^i. 
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was they who evolved the principles, still so imperfectly developecl, 
of maritime law. 

The Haneeatic League was founded by Hambnn; BjaA Labeck in 
1239, as a bulwark a<^inBt the encroachments of Denmark. It at 

last ieclnded eighty-Qve towns, rose to a dominant position, and 
formed a federal republic, served by princes and administered by 
diets. It was one of the most powerful agents in the transforma- 
tion of feudal civilisation. It was the Hanseatic League which 
abolished the right of wreckage, and which first gave a distinct 
form to the question of the respect due to contracts with foreigners. 

The first joint-stock company that we hear of is the Russia 
Company, whose capital was composed of 240 shares, and whose 
regulations date from 1655 and were confirmed by A<!t of 
Parliament in 1556. The objects of another English trading 
society were sufGcieDtly expressed by its title of Merchant Adven- 
turers. In 1561 a company of shareholders was formed for the 
mannlacturc of iron by mechanical processes. Banks and marine 
insurance companies rapidly spread through England, Holland, the 
Hanseatic towns, and the commercial cities of the Soath; while the 
factories of Utrecht and Haarlem, and the sugar refineries of 
Amsterdam, were carried on by companies. Frequently the Stale 
intervened. The French East India Company was at once a cor- 
poration and a partnership with nominal shares. 

Id France, associations for working mills had been started as 
early as the sixteenth century ; but joint-stock companies appear 
to have beeu unknown until the eighteenth century. The law of 
1673 did not concern itself with them. The idea, of association 
for commercial purposes was sot originated till the time of Law. 
We find some important mining, insnrance, and other companies, 
such as the Caisse d'Escompte, existing in 1788. 

But there was as yet no clear distinction between financial and 
commercial asaociatioua like these, and those corporations whose 
chaiwjteriaiic principle was the community, not only of things, but 
also of persons. Such were the trade-guilds, in which the appren- 
tice and jonrneyman were subject to the master. It was the aim 
of every branch of these guilds to assume to itself the monopoly of 
one of the products of human activity. They were less aniiona to 
act, than to hinder others from acting. The spirit of protection 
invariably fosters a spirit of idleuess. This must be the ruin of all 
associations of this kind. 

The Revolution did well in breaking np the guilds, in the name 
of freedom of labour; but seeing or imi^ining in all other associa- 
tions the same objectionable characteristics, it tolerated only one 
form, viz., the simple partnership. This distrust was perpetuated 
'n our codes; and it was not until the law of 1867 that it she 
)me signs of abatement. It stiU reappears at ioterrals, in 
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tribane, in ibe preeg, and in tbe cabinet. It bas its maxim — "Tbere 
cannot be an imperiwtn in imperio." Accordioglj, tbe citfzeus are 
to be kept apart; tbeir energies are to be shnt np in a sort of 
solitary confinement, lest their collective strength Btonld prove too 
strong ; — as if the power of a nation were not tbe snm of the power 
of its citizens, and as if the aim of the State sbonid be to make a 
nation strong by stunting individnal growth ! 

What baa this famoas system led to F Tbe general tendency 
of economic progrese has proved more powerful than legislative 
diatroat. The State has been compelled to oonntenance the ao- 
cumalation of a common capital, rather than go for ever without a 
railway. But, as tbe spirit of association has never been allowed 
to develop among as, it has been found necessary for the State 
to interfere in the formation and organisation of these societies ; it 
has constitated itself their gnardiau, has guaranteed their credit, 
and, for fear of admitting an imperiwn t'n imptrio, it bas, with the 
perspicacity which distingnisfaes most of its precactionary meaaures, 
formed one itself, by creating monopolies such as tbe Bank of 
France, tbe Credit Foncier, the Credit Mobilier, and the great 
railway and insurance companies. It bas thus taken upon itself 
the responsibility of all their faults and errors, and of all tbe 
disasters in which they may involve the public. Little by little, 
the Government perceives what it bas done ; reproaches are 
showered npou it ; and it seeks to rid itself of its unpopular part 
by passing laws like those of 1863 and 1867, which, after all, aru 
very inaduqaate safety-valves. 

fiat what I wish to lay tbe greatest stress on, is the anti-pro- 
gressive character of this legislation. For a long time it forbade 
all associations except those of a personal character, in which 
individuals as well as interests are bound np togetber. Now, if we 
glance at the process of human development, we observe that each 
step in advance has been marked by a sharper separation between 
persons and things, in the primitive tribe, man is linked to man ; 
in the City-Stales of antiquity the individual is regarded as a 
molecule of the City ; under the feudal system, evei^- man is tbe 
vassal or serf of auotlaer ; under a monarchy by divine right, men 
are simply the subjects of a king — -subject himself to his confessor. 
As Sir H. Maine has shown, progress consists in the substitution 
of contract for prescription. 

But how is this tendency displayed F The question throws ub 
back on division of labour and distribution of fnoctions. 

In primitive aocietieg, whilst the art ol grouping iuterests is yet 
in its inftmcy, persons and interests are indiscriminately confused 
together. A man's master is the master also of his wife and 
children ; he commands, and they obey. A.ssociation implies, not 
simply the pursuit of a common object, in view of which it exists. 
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bat also the poeseSHiou of a common faith and common ideas, 
nymboHsed, in the classic ciTilisations, by a common altar. Even 
DOW, the same pnssioa for confosion exists in the State and in 
private associatioDa. Of the errors from which the State finds it so 
hard to free itself here in France we shall speak Inter on. In- 
dnstrial and commercial associations in conutries which have not 
yet had long and thorough experience are liable to similar mis- 
apprehensions. M. Courcelle- Bene nil ^ says, " In countries accus- 
Inined to association, commercial relatione are completely separated 
from those of private life. It is not nnnsnal for one partner not to 
know where the other lives, or whether he is mnrried or single." 

Under these conditions, partnership is simply on association of 
capital, in which individuals tend more and move to disappear and 
to become independent of eaoh other. Fersonnl piques and Tanities, 
the rivalries of wives and children, find no place; we are nnited on 
the one point of secnring the success of the matter in hand ; for 
the rest, we have our own opinions in religion and politics, and on 
our own private conoems. 

This separation of private from social lift: is the first rule in the 
art of grouping interests, an art hitherto little known and little 
observed. 

Therefore, — 

let. That form of aseociation is the moH adr^anced which most 
clearly dletingniehes beliveeii inlereets and persons. 

2nd. The power of association is in direct proportion to the.cleamesa 
mitk which the interests associated and the end in view are defined. 

The highest eipi-ession of economic progress is the joint-stock 
oompany, whose action French legisintion bas so far striven to 
hinder. Until 1867 no joint-stock couipany could be formed in this 
ooontry without the authorisation of the Goveniment. 

And jet, what progress has been made by this form of association ! 
It has nothing to do with 'persons, it collect^i capital. This capitnl 
may belong to persons of different nattouHlitles ; but the sense of 
nationality is lost in the union for a common object, and thns the 
tnsion of interests paves the way for the extinction of national hatreds. 

Moreover, the management of capital in different conntries does not 
greatly vary. Subject everywhere to the law of demand and supply, 
which is unaffected by circumstances or sarronndings, itn existence 
depends on its conforming to that law. Does not a troe road to 
union lie here? 

Liherty of person, solidarity of interests. Such should he the 
motto of all associations ; and no association I'ealises it so well as the 
joint stock company. It is not surprising tlierefore that legislators 
have so bitterly opposed it, even down to the present time. 



> Uanvel dei AffaiTCt, p. 13^. 
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Bnt then, we are told, joint stock compsnies eometimes condact 
their afitiira badly, and come to a frightfnl crash in the end. Yes. 
A train ranning off the tine, the failure of a pablio company, is a 
pnblic disaster; TCfailo the npeetting of a coach, the bankrnptcy of 
a smalt pablioan, disturbs nobody very maoh. It ia all a qnestion 
of proportion. 

Bot people can only leani by their own experience. The dupes 
who lose tbeir money in snuh enterprises have relied on somebody's 
name, or on the look of a prospectns. They have had their 
pUbiscile, voting their capital away in the hope of iabnlons gains ; 
then they have had their Sedan. It is their own fanlt. 

Moreover, it is a great qaestion whether the losses cansed by 
these occasional catastrophes are not more than connterbalanced by 
the gains. The besetting fanlt of humanity is, not doing too maoh, 
hot doing too little. 

But here again we see the State appearing as an earthly provi- 
dence, omnipresent, omniscient, regulating the life and acts of the 
ignorant, impmdent, unreasoning individnal. Spite of the fact, 
proved by the history of social development, that all progress in 
the idea of law is marked by the increased predominance of the 
substance over the form, tbe l^idalor interferes to impede and 
trammel the form of contract. 

I«ns intended to affect the flnotnations of demand and supply 
are almost always useless, however well meant. On the Bonrse, the 
marelie a terme is prohibited,^ and a dishonest debtor who wants to 
break through his engagements may plead its illegality; and yet, 
notwithstanding this risk, the practice has become habitnal. The 
Penal Code forbids arti6cial rises and falls, under penalty of Jm- 

' Speaking geneFally, the marehS a terme may be said to be a torm of sale, bj 
the terms ot which the mercbandise is to be deliTered at a time agreed upon, 
but Bti]l distant, while the price is fixed at once. The contract ma;, however, he 
eitber real or fiotitiooB. It is rtal nhen the eoatraeting parties have actually 
intended the goods to be delivered, and when proportionate damageB can be 
claimed in oaee ot non-deliverj. This kind of contract is pertectly I^al, and 
can be legally entoiced. On the other hand, the bargain is fictitioiiB when the 
partiea arrange that, failing the delivery ot the goods, the matter shall be settled 
by the payment of the difierenca between the price agreed on and the cnrreut 
market price at the time appointed for the deUvery. Snch a oUuse plainly 
shows that the buyer has no real wish to compel the vendor to folfil the con- 
tract, and the whole affair is reduced to a Bpecnlation on the rise and fall of 
pricen. When there is a difficnlty in ascertaining whether the niarche a tenae 
a real or fictitious, the tribunals decide according to circumstancea. If Ino 
men on the Bonrse, who have no other occnpation, were toand to he carrying 
on a speculation of this kind, say in the wool trade, the bargain would be 
regarded rs unmistakably fictitious. It is a simple case of gambling or betting, 
and as soeh the law refoses to recognise it (see Article 1965 of the Civil Code). 
It may be added, that betting on the rise and tall of the pnblic funds is a mis- 
demeanour provided against by Article 411 of tbe Criminal Code, while beta on 
merchandise are not punishable, bnt simply nulL 
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SriBonment Tailing from ooe moath to ft year ; bnt tliis law \g 
&il; broken with impaDity. 

There i§ another disadvantage in laws restricting freedom of 
contract. They indace a feeling of false security. People fancy 
(hemaelvee eflectnally protected br the law, and neglect to look 
into the regulations and articles oi the company, contenting them. 
selves for the most part with reading reports, which, tborongh as 
tbey may seem, are wholly fictitions. Almost alt companies are 
controlled by a sort of Conncil of Ten, ont of wfaicb only one or two 
members are initiated. These are nsnally persons whose attentions 
are divided among several financial companies, the interests of which 
are by no means necessarily identical. M. Bmile Pereire was a 
member of nineteen boards of directors at once, and M. Taaac Pereire 
of twelve. They conaalt their own interests, rather than those of 
the public ; the public must leani to defend its own, and not to pnt 
its money into the hands of financiers who are famous for their 
fail Dree. 

No sooner has one of these crashes taken place, than a number 
of Bills are brought in for preventing it by taw. It is pretty well 
known bow it came abont, and every efibrt is tnmed to stopping 
that partioalar leak. Tlie remedy comes a little late, bnt that does 
not seem to signify. Thus, even in Elngland, after the fall of the 
City of Glasgow Bank, publicists of note demanded all sorts of 
useless raeasnres with the most astonish injr simplicity. The 
Saturday Review of the 28th of December, 1S7B, proposed that the 
banks should submit their affairs to official inspection every ten 
years. The Saturday Review must have forgotten the history of 
the OrMii Foneier and the OrSdit Mohilier, both under the direct 
control of the State. The oupital of the Or6dit Foneier, intended 
to encourage French agriculture, was invested in Egyptian loans ; 
and fictitious dividends were distributed nnder the guarantee of 
governors and depnty-govemors appointed by the State. And this 
nnder a republican government.^ 

ITp to the time of the Anstrian orasb, in 1873, joint-stock 
companies conld not be formed without the sanction of the Govern- 
ment ; and between 1867 and 1873 1,005 had been authorised, of 
which only 6S2 were ever able to make a start. 

Herbert Spencer has demonstrated the nselessness of State 
interference with banks. The only real control is the control of 
the public. The more publicity the banks give to their affairs, the 
greater the confidence they will inspire. In proportion to the 
spread of sound economical opinions, tbey will be forced to submit 
to a diffused control, under penalty of provoking reasonable mis- 
trnst. As to the Glasgow failure, everybody knows that fear is a 

' Sm the EcoTwmiite Franfati, May 10th, 1876. )g|,j 
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bad counsellor; and the Eaglish Parliament did not allow itself t» 
be carried away by panic. It simply passed a Bill facilitating tbe 
transformation of banks with anlimited liability into banks with- 
limited liability. 

The one good Bill beariDg on company law wae introdnced by M. 
Emile Ollivier, of fatal memory. It is contained in a single clanse : 

" The law exercises control over commercial companies only 
ilk default of special agreements. All agreements are good as 
between the parties, provided they are not contrary to pnblic- 
order and morality. They cannot bold good as against third 
parties nnless they are made pablic." 

If this Bill had passed, we shonld not now see the organisation of 
societies framed on tbe most progressive lines impeded by State- 
int«rference. 

From time to time, violent outcries are raised against the distri- 
bation of wealth, as if all possible association of interests bad 
ottered its last word, and locked itself np in its last formnla. Far 
from it. The art of gronping interests is still in its infancy. A 
hnndred years ago, people's minds had not even began to distingnish- 
between the corporation and the company; and certainly witb 
some persons tbe distinction is not very clear yet. Only thirteen 
years ago,^ a joint-stock company conld not be formed in France- 
withont authorisation. 

Tet, notwithstanding all these obstacles and inconveniences, it 
is to financial and commercial association that we owe the utilisa- 
tion of a mnltitnde of wasted forces, the oonstrnction of vast' 
monaments of engineering skill, tbe piercing of monntains and 
istbmnses, tbe creation of co-operative societies like tbe Rochdale 
Pioneers. We look back on what it has already done, and cannot 
even gness what it may yet do when once it is freed from all those- 
artificial gnarantees which have warped its character and arrested' 
its expansion, 

' Ibis was writtea in 18SL 
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THE FUNCTIONS OF THE STATE. 



CHAPTEB I. 

STATE IHTBBTBIITION QT KCOHOHICa. 

Thb foregoing excnniiifttion shows tbat oar existing economio 
organis&tioD ia purely empirical. We have seen what destmctive 
prejndiceR and treacherous fiotions lie at the root of great inatita- 
tioDB like the Banks of Franoe and England; we nave passed 
rapidly in review a number of meaanree which, nnder pretext of 
enriching the conntry, only impoTerish it. 

Knowledge alone can dissipate these errore. 

When the mistake is confined to indiridaale, the oonseqnences, 
however deplorable, are circumscribed, and the reaction soon dies 
away. Bnt when the error ie oollective, and strong enongh to find 
embodiment in legislative measures, when it oomp^ all the forces 
of society to serve its triumph, then it may do incurable misohief. 
It may check the progress of a nation, and reduce it to a level of 
permanent inferiority among the nations which surround it. 

When we look impartiuly at human history, we see that the 
State has been the chief hindrance to economic progress. 

In detail, this is undisputed. It is universally admitted that the 
State produces dearer and worse than private enterprise. Let us 
take a few chance instances. 

It takes the Government 800,000 working days to build a ship of 
8,000 tons ; while private industry constmcted the AfntTal-DuperrS, 
B. ship of 10,487 tons, in 411,000. The Glovemment built the 
Redoutable at a cost of 662 francs per ton, while the Amiral. 
Duperre cost only 562.^ 

a the Admiralty Badget tor 1880. The 
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When the persons ineluded in the amnestj hud to bo brooght 
home from Noumea, the ndequate victuallinsj ol' the ahips was over. 
looked ; .and to this day t)ie pecalatiooa on the sailors' rations go oa 
just as they did a hniidred jears ago. 

We have all read the astounding disclosnrea afforded by the 
inqairies into the adcaiuistrotion of the War Department. All that 
^Btn asked of it was, to be ready for war when it oama It comes at 
last, aad then ne are told that it is " an abnormal state of things ; " 
as if, for the army nt least, it were not the normal state of things I 

So then it is discovered that the artillery is placed in j>arks 
where it cannot be got ont; that tbere is no harness here, and no 
horses there ; that supplies are missing wherever they u« WMited ; 
that the soldiers are now nithont food, now without aramnnitiou. 
The incapacity and improvidence became almost ladicrous. The 
genins of Shakespeare never imagined a more sorrowful faroe. 
And this sort of thing goes on.' The caporai cCordinaire (mesa- 
room corporal) has had to be reinstated, to prevent the groBSSHt 
peculation in the contracts for meat. The War Department is 
obliged to confess that it turns ont muniments of war at greater 
cost and of worse quality than private; firms.^ 

The Department of Boada and Bridges is very prond of its science 
and gkill. Ifevertheles:^, it has perpetrated a aeries of sometimes 
disastrous mistakes. The population along the banks of the Loire 
complained in 1866 that their homes had been submerged by the 
floods. Ali the consolation the Ministry of Public Works could find 
to give them in its official report was, that they bad nothing to 
complain of, for it was a wonder they had not all been drowned 
long before. 

These shortcomings are not peculiar to France. From time to 
time some inquiry discloses the profound disorder which reigns in 
the English Admiralty; the namtier of ships whichcannot sail, andof 
compasses which are only fit for an otd curiiisity shop. Everywhere 
the same astounding careleSBness, the same egregious blunderii. 
Did not the Indian Government overlook a little matter of a few 
millions in its budget P 

We all know what a costly indnlgeuce the Government mania 
for building has turued ont. The Poor B«1ief Department has 
spent a great part of its funds in building. Then there is the Hdtel 
Dieu, the Empress's charity. Everyone of its four hundred beds 
has cost 87,500 francs. Moreover, tbe patients, if they are well 
lodged, are ill fed ; and there are said to be as many attendants aa 
patients. And now the Ministry of the Interior is ptoposing to 
have penitential cells at the Oonciergerie, whicli will come to 33,000 
francs each. 
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OoTernment ia naturally prodigal, for it spends other people's 
money; and the more a Jepartmeot spends, the more important it ia. 

A new trade drives an old onu onb of the field. Those who 
carried on the old one most seek some fresh employment. The 
railway superseded the dilif^ence ; the guards and postilions had to 
take to other work. The State owed them no aompensation, and 
gixve them none. Bnt had the diligences been in the service of the 
State, vested interests would have had to be recognised. At this 
inoment, if yon propose the abolition of indirect taxation, yon are 
met with the ananswerable argument^ " Bnt what Is to be done with 
the employes ?" 

Qovcrnment ia rigid ; it cannot accommodate itself to new wanta 
and difficulties. In order to act with regularity, it has had to hind 
itself by lised rules. It can only act in a given direction and in a 
given manner. The necessity for order has given the spirit of 
control the predominance over that of initiative. 

When G-overnment has once made a blunder, it perpetuates it 
indefinitely. It is well known that the English Poor Law has never 
done the work it whs meant to do ; and yet from one day to another 
it could not be repealed without creating a catastrophe. In France 
wo have thousands of decrepit inatitntions which go on in the same 
way. There is the monopuly of matches. Every one complains of 
it. No one defends it Xet it will probably hold out another ten 

We are always extending the system of Government inspection. 
In general, the results are just the opposite of what was looked for. 
Steam boilers are required to be of a certain thieknesa. It is, 
therefore, not worth the maker's while to improve the quality of the 
metal, and so make the boilers stronger and lighter. They are 
turned onb according to regulation, receive the Government stamp, 
and — burst. 

Laboratories are established and analysts appointed, and then it 
is found that the instruments used are not accurate. Is there any 
compensation for the victims ? Everything goes by favour. Frauds 
go on unchecked, while things which have nothing fraadalent about 
them are punished as fraud. Freeh regalations are demanded; 
under the plea of the public health, every law is set aside ; the 
importation of cattle and meat ia forbidden ; and whole classea of 
pariahs are created. 

England, too, from time to time saoonmbs to the same craze ; but 
she finds it no defence t^ainst adulteration. The publication in the 
Lancet of some facts &a to the adulterations carried on by certain 
manufacturers and dealers, did more good than all the previous 
measures of the Government. 

The State cannot be made responsible, it can always evade com- 
plaints. We see it in the postal and telegraph servioe. We see it 
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in the bad oigara with which it thinks proper to supply the pnhtio. 
Ministers, magistrates, and police agents constantly violate the laW( 
with the serene conscionsness that they are above it. 

I might quote many more examples of the deceptions created by 
the interference of the State, bat I content myself with referring 
the ruader to M. Menier's Avenir Economiqiie.^ 

Official oorrnption la a snbject of every-day conreraation, and the 
vices, — for J will not say theahorteomingB, — of the Government are 
even exaggerated. It is accnsed of theft and extortion, when it is 
gnilty of nothing worse than idleness, indifference, neglect, and 
incapacity. 

Eyeiynhera disorder nnderlies the superficial order. 

When it has thus been suffioieotly pro ved that whatever the State 
pnts its hand to, it does nothing bnt btnnder; that the articles it 
makes for itself are dearer and worse than those made for it by 
private firms ; that the irksomeoesB of State inspection ontwetgbs 
its advantages ; that its attempted reforms nsnally end in aggravated 
ahnses; that in trying to avert one evil, it nsnally creates another ; 
that it is commonly led to its decisions by considerations qnite 
foreign t« the matter in question ; that its interference has the 
disastrODs effect of disoonraging private initiative ; that it is at once 
prodigal of its resources and wanting in the power of adaptation ; 
and that, notwitb standing a complicated system of Bupervision, its 
administration is rotten to the core^ — when the tribune, the press, the 
reports of Parliamentary Committees and official inquiries, are daily 
Bwelliug the indiatment against the State, what is the conoIuBion 
drawn from all this by the hulk of onr publicists, deputies, poli- 
ticians, and electors P 

That the province of the State must be extended ! 

M. Emile de Laveleye says : " When one thinks on all the ills that 
bad Governments have inflicted, one can understand the desire to 
reduce their powers and to restrict their sphere." And two minutes 
afterwards he adds, with the Oatheder-Soeialisien, " History shows 
that the State is the most perfect agent of progress and civilisation." 
It is a somewhat naive expression of a common inconsistency. 

In 1863 and in 1869 the Bepublican party was opposed to 
centralisation; nowit is in power, it talks of the rights of tbe State, 
and meets every proposal which aims at infusing some life into the 
commune with the reproach of disintegrating the ooaatty. 

Whilst the Ministry itself admitted that the communes had made 

Seat sacrifices for the development of primary education, a fnture 
inister of Pnbltc Iriatruotion, — U. P&nl Bert, — was annexing the 
commnnal funds and throwing them into a central fund which the 
State could distribute as it thought fit. The local authorities are 

' Vol. U, Book I. n,o,t,7P- h»Got)'^le 
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deprived of the control of inst motion. The commnneB are not 
ftUowed to institate facalties of higher education. The education 
given by the TJriversity ia now seen to be defective, and it is pro- 
posed to secnre the monopoly for the State. 

Complaints are made of the Bwarms oF .officials, and the abnse of 
' offices in the gift of the Govenunent at election times ; and yet it 
is' proposed that the State sbonld not only bny ap bat work the 
nulways, which wonld place fresh patronage at its disposal, and 
enable it, by an ingenious eirangement of tariffs, to favour one 
district at the expense of another. 

The tobacco monopoly, advantt^eons as it may be to the Budget, 
is very injnrions to French industry aud agricnlture. This being 
ao, M. Alglave, ProfesBOt of Financial Science in the Faculty of 
Law in Paris, advocates the extension of the monopoly to alcohol. 

I might multiply examples of these tendencies ad nauseam; every 
day some new law is proposed, some fresh regulation demanded, to 
hinder this, to superintend that, to draw a little tighter the gag 
that stifles and the bonds that confine us, as if what we want above 
all things were not air and freedom. 

In spit« of onr old and varied experience, we still think that a 
change of rulers is all that is necessary. Every one thinks he conld 
do better himself. He should ask himself whether he too has not 
made mistakes, whether he has never beeo too weak or too severe, 
whether he has never wasted bis money in nnsaccesafnl speonlation, 
whetherhe has always mauaeed his household affairs with prudence ? 
And even if his conduct in ttieso particulars has been irreproachable, 
it will not prove his ability to wield more extensive powers. 

Forperhapshehas,eo&r, bad to deal with Terylimit«d matters, the 
elements of which are very simple and can be embraced in a single 
glance, their causes easily traced, and their consequences easily fore- 
seen ; while matters of State are so complex that Social Soicnoe is 
hardly now beginning to disentangle even a few of them. And while 
a private person, however intelligent, honest, and self-possessed, 
finds it hard to conduct himself with prudence, you are expecting 
the State, which, after all, is only guided by a few men, to be wiser, 
fnrther'Sighted, more int«lligenb than any one man by himself. 

Despotism weakens tbe individual and narrows his capacities. 

If a nation believes that the State can do everything, it will 
make it responsible for all the ills it suffers and all the blessings it 
goes without. It will attribute to it rain and fine weather, the 
phylloxera, and the Colorado beetle. Agriculturists will lay the 
blame. of their bad harvests on it, and espect it to raise the price of 
com, while the labourers are clamouring for it to lower the price 
of bread. Capitalists will at the same time a^k for duties to protect 
them as prodnoers, and for low prices to benefit them as consumera. 
Workmen will ask it to lessen their work and raise their wages. 
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Whoever cannot get what he wants will apply to the State. Some 
day they will break np the Government. Next day there will still 
perhaps be men rash enongh to asenre them that the State is an 
omnipotent providence, which can miraonloaely satisfy the most 
contradictory wants ; and so on in a circle. 

M. G-niaot says, " It is a great mistake to believe in the sovereign 
power of the political machine." Yet ha himself, while in power, 
helped to spread the mistake. 

Faith in the State is a sort of adaptation of the religioaa idea. 
The State is regarded as a sort of earthly providence, which can 
create wealth and happiness, and confer a host of boons on the 
pnblio or the individnal. Then they pray, " Give me a good place. 
Hamper the indnstry of my competitors. Do me a favour. Give 
me privileges." As Bastiatsays, "The State is the great fiction hy 
means of which every one tries to live at the expense of everybody 

The inteTferenoe of the State ift matters of Economy by meams of 
regulatione, protective datiee, monopoliee, and tmposli, rests on the old 
idea of the omnipolenee and omniieienoe of the governor, and the 
incapacity and ignorance of the governed. 

It is justified under a rule by divine right; it is inad/missible under 
a yovemment by dieeussion. 

it is alwayB cosily. 



CHAPTER II. 

THB BBVBMDB8 AKB BXPEHDITHHH 01 THB STATE. 

Those who seek to add indefinitely to the dnties of the State f<(irget 
that its services are not gratnitons. The following table, showing 
the expansion of oar budgets, is a convincing proof of this. 

The earlier budgets did not separate the czpenditare of the State 
from the expenses paid out of special fnnda, snch as the departs 
mental and communal rates (centimes additiomieW) and other 
accessory sources of revenue. These mnst be included in oar 
table if we are to have an aoourate oompariBoii of the budgets 
of difierent periods. 

1789 631,410,000 fraiios. 

1816 931,411,404 „ 

1838 1,024,100,637 „ 

1S40 1,367,711,103 „ 

13,109.997 „ 



2.084,W 
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1872 2,665,346,969 franca. 

1874 2,946,034,736 „ 

1876 2,914,713.000 „ 

1877 3,051,766,000 „ 

1879 3,156,542,638 „ 

1880 3,145,000,000 „ 

1881 3,232,000,000 „ 

1882 (prapoaed) 3,294,000,000 „ 

To this most be added 559,000,000 francs more for ontlav 
chargeable on special sources, tfae expeoBes of tbe compie de liqitida- 
fton,^ a series of charges which have jnst necessitated a loan of 
one milliard, and which will have to be snpptemented by another 
before long. 

Lastly, there mnat be added the ezpenditore of oommnnea and 
departments. The octrois come to more than 250,000,000 francs. 
Commnnal taxes other than the centimes addiiioTineh amount to 
about a hnndred million francs, and the varions items of the com- 
mtmal bodgets to another hnndred million, giving a total of some 
4,200,000,000 fraocs, without reckoning the expenditnre payable 
ont of loans raised by the communes and departments. 

Between 1789 and 1815 the budget had nearly doubled ; in 1828 
it reached a milliard; and under Lonis Philippe, 1,600,000,000— 
an increase of 50 per cent, in seventeen years. 

Almost every year expenditure has exceeded revenoe ; in 1840, 
by 138,000,000 francs; in 1847, by 2U,000,0OO francs; in 1854 by 
186,000.000 francs; in 1860, by 119,000,000 francs; in 1861, 
by 164,000,000 francs. Out of the thirty years from 1840 to 1870, 
twenty years have shown a deficit; and since the war there have 
been deficits of 81,000,000 francs in 1872, 44,000,000 francs in 
1873, and 64,000,000 francs in 1877. 

According to M. Vacher's calcolations, the convertible, or rather 
exchangeable, part of the total annaal production of France is 
9,400,000,000 A-ancs — dednoting taxes as far as poseibla In round 
numbers, we may put it at ten milliards. 

Suppose onr expenditure for the year 1880 had amounted to leas 
than 4,200,000,000 francs, the net income of France, according to 
present estimates, wonld be roughly 14,200,000,000 francs, out of 
which 30 per cent., or nearly one third, is consumed in pnblio 
expend i tare. 

This proportion, while not excesave, ia nevertheless considerable, 
tbe more so as we must look not only at the sam taken, hnt at the 
manner of taking it; and compare what has been done with it with 
what might have been done. 
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Out of the 2,836,503,223 ftauea of estimated revenos in the 
original budget prepared for 1882, there are, 

BegiBtraUon 552,096,040 franca. 

Stamps 146,014,000 

Customs and Salt Dat; .... 316,863,000 

Indirect Taxes 1,033,743,000 

- Postal and Telegrai^ Beniee . . 138,204,000 
3,185,916.000 



All these taxes are taxes on circnlation ; and they oompoee nearly 
fouF'fiftbs of the bndget. The indirect taxes, properly bo oalled, 
and the cnstoms, amonnt to 1,340,000,000 france— about half the 
bndget. 

No^ M. Menier has shown in his book, TJiioHe et Application 
de I'ImpSi aur le Capital, that all these taxes tend to check the 
development of wealth in France. 

Adam Smith formnlated four rules to serve as a test of the 
eonndnesB of a tax. M. Menier, not from A priori considerations, 
bnt from observation of Facts, gives nine. We qnote them here, 
referring those who wisli to see how they are worked ont to M. 
Uenler's book. 

Ist, Taxes shonld be levied on things, not on persons. 

2nd. They shonld not affect circDlation, 

8rd. They shonld not impede freedom of labour. 

4th. Taxation shonld be uniform. 

Sth. The assessment of taxes shonH be regular. 

6th. Taxes shonld be levied on the capital of the nation ; every 

man oontribnting in proportion to his capital. 
7tb. They should be stated, and not arbitrary. 
8th. They shonld be levied at the time and in the nuuiner most 

convenient to the tax-payer. 
9th. They shonld be collected as economically as possible. 

It is qaito saperflaons to attompt to show that all oar taxes, as 
veil direct as indirect, violate some one or other of these rales. 

We may affirm that there is not one of onr taxes that is propor- 
tionato. It has be6n repeatedly shown that the land-tax is 2 per 
eent. of the income in one commune, and 14 per cent, in another. 
As to licences, the duty is not levied on a source of income but on 
a charge — the value of the rent. 

It is needless to speak of onr indirect taxes ; every one knows 
they are progressive in the wrong direction. Thiy impede 
circnlation ; and we bave already seen that wealth grows in geo- 
mebrio ratio to rapidity of circalation. They have another disad> 
vantage, whioh indeed springs from this. We have said that the 
increase of wealth io a country is shown by the cheapness of 
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circalating capital and the isoreaeing value of fixed capital.^ Now, 
what is the effect of indirect taxes oa every article of prodnctioo — 
wine, aloohol, salt, sugar, etc. ? To create a factitioas deameas of 
circulating capital, and to check its nataral fall. They are thus in 
flagrant opposition to the most significant indication of economic 
development. 

They have the farther disadvantage of falsifying the exact 
relations of the demand and supply of labour, and of interfering 
with its price; creating an apparent rise in wages, without bene- 
fiting the wage-earner. They heighten the price of production, and 
thoB retard ooneamplion, especially that of mannfaotnred articles ; 
for since they fall on the necessaries of life, they so far deprive 
the wage-earning olaraes of the power to purchase mannfactared 
articles. 

One would think that some Timon, swearing eternal hatred to 
the human race, was at the bottom of our financial system. It 
seems made on purpose to hinder the workman alike from pro- 
docing and from oonsonung, and to compel every industry to 
hinder every other. 

If there is a principle which is beyond dispnte, it is that of 
freedom of labour. Bow, indirect taxation strikes at freedom of 
labonr in a thousand ways ; it forbids work at a particular time 
or ia a particular manner ; it affects this product or that, accord- 
ing to the fancy of the l^islator, who makes himself the judge of 
other men's wants. " We can tax alcohol," he says ; " it is not a 
necessary. We must take the tax off wine and put it npoa beer." 
M. Thiers made no secret of his opinion that indirect taxation 
ought to exercise a guiding influence on the indnstiy of a country. 
Preconceived notions on the subject of taxation have prevented onr 
seeing these anomalies. They are bonnd up with all oar ideas on 
the constitution uf society. They may be shown to have gone 
through the following phases : — ' 

In the primitive civilization, which rested on the idea of force 
and not of labonr, it was the aim of every man to live at the 
expense of others. This idea clothed itself in various forms, of 
which the most distinct was that of conquest. 

The conqnered were to supply the wants of the conquerors ; snub 
is the origin of taxation. It is neither more nor less than tribute 

Taxation retained this form until the end of the French monarchy, 
and what was really meant by it may be described thus : — 

Under the primitive system, taxation meant the exploitation of the 
oppressed classes by the oppressing class, of the conquered popula- 
tion by the conquering raoe. 

> Page 109. 

' What follows is a riiumi of the Bul; ehaptera of Meniei's TkicrU «t 
Application dt I'liapat lur U Capital (. OOO ll' 
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TJoder tbe monarcliio BjBtom, taxes were the exploitation of the 
people hj the Icing- 

In a word, the intereetB of thoae who pay and of those who 
Teoeive are antagonistio, and the tax is ibe expreseion of this 
antagouism. 

This view of taxation has beeu so general, that it pervades moat 
of the definitions of economiets. They have placed on the one side 
the individual, the snbject, the tax-payer, and on the other the 
Government, the State, whose bnsincsa it is to mie and restrain 
the individual, — as though their interests mnst needs be mntnally 
opposed. But the State has always the best of it. It is the master 
of the citizens, instead of being simply the agent of the nation. It 
commands, and they mnst obey. The heads are oonnted, and each 
mast pay. The tax is personal instead of being real. The man 
pays, not the thing. The citizens are the serfs and tenants of the 
State. They mnst pay so mnoh per head for the right to live in 
the country. 

This theory, which is the theory of Montesqnien, of J. B. Say, 
and of many others, is thns summed np by M. G. de UolinarL 
" Taxation has to meet the tax-payer in the very act of satisfying 
bis wants." 

This definition wonld justify imposts on consumption, the olrjeot 
of whioh is to arrange the taxes in snoh a way that whoever escapes 
one mnst pay another. 

It it all very well to say, " Bnt no one onght to be allowed to 
escape taaatiou." Bnt yon must confess that if yon have to give 
back in poor relief — perhaps in the hospital or the prison—tdl 
that yon took in taxes from those nnfortonates to whom you haVe 
rendered life impossible, then yonr impobto are no gain to you, 
bnt a heavy chai^. 

Many other definitions of taxation,^ while giving it a more ex- 
tended meaning and attempting to indicate the mode of its applica- 
tion, still retain the old idea of antagonism between the tax-payer 
and the State. 

The physioorate understood it a little better. They did indeed 
maintain the idea of the antagonism between the Government and 
the community ; bnt in their definitions the individual disappears; 
and moreover they try to point ont the sonroes from whioh the 
revenne onght to be drawn. 

Qnesnay says,' " Taxes are a part of the revenue derived from 
the net produce of tlie landed property of an agricultural people." 

Le Trosne says,' " Taxes are a portion of the annually renewed 
wealth of the oouutry, charged on the net produce, and employed 
in the pablic service. ' 

' See Thiorie et Afplication dt VImp6t nir U Capital, Book, I., ohap. iv. 
' Ma«imei GiiiiraUi. ' Dt I'Ordrr Social. 
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Msroier de la Biviere B&7B, "A sam drawn from tbe ftnuna) 
MTennes of a nation to form the private tevenne of the sovereif^n, 
in order to enable him to bear the annnal chaises of his sorereigntf ." 

The definitions of Adam Smith and Ricaido are also generalisa- 
tions. The former defines taxes ae the revenue ont of which the 
public expenditure and tha necessar; expenses of Qovemment mnst 
be met ; the latter, as that portion of the prodnse of the land and 
indnstry of a ooontry which is placed at the disposal of the 
Qovemment. 

Boesi says, "Taxation is esBentiall; a tribnte imposed on tha 
income of society, and it is based on the right of the State to claim 
a share in the distribation of the general net prodoce and income." 

M. Conrcelle Senenil's definition is dmilar : "The taxes are a 
part of the general revenue raised by authority for the maintenance 
of the Qovemment and its agents, and sometimes for other parposea 
deemed nsefnl to the eommnnity." 

These last definitions are incomplete, bat they enlarge the 
question instead of narrowing it. They have one other great 
advantage, they make taxation a charge on property instead of on 
persons. And they point oat the true source from which the taxes 
shonld be derived. They nneqaivocally assert that they ought to 
be raised on the national income. 

Bat what is the national income ? It is the sum of the private 
incomes of the citizens. 

Now, according to Adam Smith, tbe sonroes of income m« three : 
profits, rent, and wages. How are they to bo reached P By analys- 
ing every income in detail. Here we see the inconsistency into 
which these economists have fellen. In their definitions they made 
the taxes fall on things; bnt in reality, as it turns ont, they MI on 
persons. In order to reach the general income, we must ascertain 
from every one what his private income is. We have simply gone 
round in a circle and got back to the point from which we started. 

Whether the tax is voted by the tax-payer or not, we come back 
to this, that it is a harden imposed by tJie State on ib.e individaal. 

Yet this definition is hardly consistent with the laws which 
regalat« the production and distribution of wealth in a natioa. A 
uew definition seems to be required. 

When, in 1789, the exhausted monarchy called on the nation to 
save itself, its representatives had an iokliag, however vagne, of a 
trnth afterwards formulated by James Mill and others of the 
Bentham School; viz., that there must be identity of interests 
between the governing body and the community. This idea it is 
which is loosely expressed in the much-abused pbras^ " the sove- 
reignty of the people j " which is applied or mis-applied nnder every 
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form of parliamentary government, and on which every domocratia 
repablic is based. 

We may then distinctly affirm ; That taiea cannot be a tribnte 
paid by one class to another, as in the mflditeval oligarchy or the 
classic repnblio ; that they cannot be the daes imposed by the rnler 
on the nation, as in absolute monarchies ; tiiat they cannot be a 
bai^ain between two contracting parties, since the interests of the 
State and the people mnst be identical. 

In the days of privilege, 'when whole classes were exempt from 
taxation, the State had to distinguish between the taxable and the 
non-taxable. It was as a protest ^^inst this system that the 
principle of taxation without exemption was asserted. Bat now 
that these privileges, however much they may be secretly coveted, 
can never again be professed as a principle, or form any sort of 
basis for legislation, the Sxcheqner has only to consider the national 
wealth in bulk. As far as the State is concerned, it is indivisible, 
like the capital of a mannfactnrer. There is no need to inquire 
to whom snch and snoh portions of it belong. The State has 
nothing to do but to secare it every possible advantage. The 
State, in fact, has to deal with the capital of tbe nation exactly as I 
have to deal with my private capital. 

A nation, regarded economioally, is a unity in itself. It possesses 
a certain extent of territory, which has certain natnral utilities ; 
these natural utilities have been developed by labour or appropri- 
ated by man ; the capital of the naiio» is the gum. total of the utilitiet 
it poiseeeee. 

The nation, being a group of interests, forms a board, or syndicate, 
of which the State is the manager. In the case of France, this 
syndicate is composed of 86 individuals, viz., the departments; 
these again represent 362 airondissementa, which iu their turn 
represent 2,500 cantons, representing 36,000 communes. 

Snch are the slements into which this syndicate resolves itself. 
Bnt wbat are these communes, these cantons, these arrondissem en ts, 
these departments f Tkey too are combinations of interests ; they 
are themselves syndicates. The mayor and prefect, then, are 
Hjudics, or directors^ the government itself can be nothing more 
than the manager of the national syndicate. Now, jost as there 
are net two systems of book-keeping, one for private individuals 
and. the other for public bodies, so there cannot be two modes of 
management for the nation and for a company of private persons. 
Nay, I will Dush the analogy further still ; I will add that there is 
but one mode of administering capital, whether it is done by an 
individual or by a body of individnals. 

Now, if, instend of saying that these cases are analogous, wo say 
they are identical, we shall get at tbe true definition of toxation, 

■>'"■■■- t;ooi(k- 
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Taxes represent the general working expeneee incurred in the em- 
ployment of the national capital.^ 

The only tax wtiich coBforms to these rales and to this definition 
is a tax on fixed capital. 

The following articles are the draft of a proposed law for creating 
such a tax. 

Art. 1. Taxation is uniform. It is imposed on fixed capital. 

Art. 2. Dnties . . are replaced by a tax, at the rate of so 

mnch per cent, on the Belliog valoe of fixed capital owned in 
France. 

Art. 3. Fixed capital conaiste of all saoh ntititieB as do not lose 
their identity in the using, namely, the soil, minep, bnildings, 
machinery, implements, ships, vehicles, beasts of bnrden, household 
atensils, fnrnilnre, and objects of art, when not regarded as com- 
modities offered for sale. 

Art. i. The fixed capital owned within each commnne shall be 
rated by the comptroller of the direct taxes. He shall be assisted 
by two dele<^tes nominated by the manicipal conncil. In towns 
consisting of several cantons, the municipal council shall nominate 
two delegates for each canton. These committees shall be em- 
powered to add experts to their number. 

Art, 5, In rating insured personal property, the policy of in- 
Rurance shall be taken as the basis of the estimate.^ 

Art. 6. In rating real property the comptrollers of the direct 
taxes shall avail tbemwlTos of the official survey as it now stands, 
adopting, in place of the estimate of income, the real eatimata of 
the saleable value, based on documentary evidence of sales in the 
neighbourhood within the preceding four years, on policies of in- 
surance, and other like docnments. 

Art. 7. The tux extends to the whole of the capital, regardless 
of any debts and charges with which it may be encumbered. 

Art. 8. Claims fur exemption or reduction of the tax shall ha 
referred to the mayor ; and shall be presented, examined, and 
adjudicated upon, suhjeot to the forms and delays prescribed in 
the case of indirect taxes. The lists of tax-payers shall be settled 
by the prefect at the end of the yeat. 

Art. 9. All other regulations common to direct taxes shall be 
iip|)licable to the tax on capital. 

Art. 10. Departmental Hud communal expenses shall be met by 
means of centimeg additiovneh? 

' We art) here apeaking eicluBiTely of that (urt ot the work which belongs 
to the State. The total oapital of the nation ia partly under individual and 
partly under oollectivfl management. Id the above definition of taxation, it ia 
ifae coilective part alone to which we refer. 

' In France, all kinda of honae property mtiBt by law be inaured. (Translator.) 
» See Menier'B Bill [or authorising the oomniuneB to tnm the octroi dotiea into 
^ect laxee, and the scheme for the BuppreBsion of the ootrols by the autbac 
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Thie bill has at leaet the advantEtee of being abort and easily 
nncierstood. It romainB to examioe the objeotionB taised againstr 
it. 

In order to softeo the transition, it might at first be left to the 

Ztion of the conunnnes to test its operation. I need not go into 
Bse details here. All I have now to prove is the nnsoientifie 
oharacter of the present system, of taxation, and of the fiscal doc- 
trines of most eoouomists. 

And now, how are these fnnds employed, which, as we have 
seen, are taised on snch qnestionable prinoiples ? 

When the State has been in diffionltiea, it has borrowed. The 
Trench bndget for 1882 assigns the modest sum of 1,083,304,000 
francs for the service of the National Debt. This represents a 
capital of aboat twenty-seven milliards. Add to this, in i-onnd 
numbers, 50,000,000 fr. of interest for a departmental debt of abont 
a milliard, and 200,000,000 fr. for a commnnal debt of more than 
four milliards, and we reaoh the snm of thirty-two m.il1iardB of 
debt. 

!Now, if we balance the milhons which have been spent on ad- 
ministrative blunders, on bnildings, monnmenta, and the like, 
unnecessary, unprodactive, and often ill-fitted for their purpose, 
or on armaments and militaty enterprises, on our victories and our 
defeats, against those which nave b^n spent in a really usefnl and 
reproductive manner, we shall find that it wonld take volnines to 
contain the first, while the second wonld go into a sheet of note- 
paper. The labour of doing it would hardly be thrown away, so long 
as there are people who -wish to add to the functions of the State. 
Meanwhile, here is the expenditure of the budget of 1882. 

The debt 1,093,304,000 

Publie worship 53,366,000 

War (otdinar; expenditure) 676.605,000 

Uarine (ordinaiy expenditure) 172,001,000 

gr. 1,88^,175,000 

To which must be added: 

War (eztnordhuur expenditore) 55,089,000 

Uuiue (estraordinuy expenditnie) .... 85,184,000 

F w. 90,278,000 

Thus, out of an expenditure reckoned at 2,818,000,000 francs, 
more than two-thirds are oonaumed by the Debt, Public Worship, 
War, and Marine. 

The Debt is almost entirely dne to onr mistakes; the budgets 
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for War and Uariiie rather menace than gaaraatee oar national 
Becurity; while as to Public Worship, withoat entering here into 
any atntract questions, it is evident that, howeyer prodnotive of 
atilities it may be, its ntilitieB are not of this world. 
The other services cost : 



Ministry of Jnatice 36.895.000 

Foreign Affaira 13,768.000 

„ The Interior 60,331.000 

Algeria (civil aendoa) 31,337,000 

„ FinODoe (general service) 19,664,000 

„ Mftrine (colonial aerrioe) 30,950,000 

Foblio Instraction 69,909,000 

„ Fine Arts 8,489,000 

„ Agiiaiiltnie and Couuneroe .... 31,534,000 

PnhlioWorkH JordJnaiTBemoa . . 68,699,000 

„ FnblKWorkB } eitraordinary serrice. 47,786.000 

„ Pinanoe (collection of revenneg) . . 172,010.000 

„ Poets uid Telc«raplis 111,136.000 

„ Agriodltnre and Gommieree .... 14.404,000 

Admitting for a moment that all these serrioea are nsefal, that 
Jnatice is not to be bad at any lower price, that Foreign Afiairs 
cannot be any more cheaply adminiBtersd, that the expenditure 
of the Ministi^ of the Interior admito of no farther reb-enchment, 
that the money apent by the Ministry of Pablio Instmction is all 
logically employed in the inteUeotnal development of the iiation, 
we still see how comparatively small a plaoe in our bndget is held 
by the really oaefnl services. 

Bnt I wUl cite jnat one instance of the prodigality of which a 
Government is capable. It is clear that no private enterprise, nor 
the most powerfnl financial body imaginable, conld afford to des- 
pise a saving of 68,000,000 fr. per annam. Yet tbU is what onr 
Government — a Bepablican Government — a Government by dis- 
cnasion — has been guilty of, in neglecting ever since 1876 to earty 
ont the scheme for the conversion of the Five per Cents.' 

The case is jnst this. The Government issues the Five per Cents, 
at 82 franca ; that ia, it says to its creditors, " For a sam of 82 &ano8 
yon shall have a right to Government stock bringing yon in S 
francs per annnm." Only the Government reserves the righ4^ 
if the rate of interest shonld fall, of either paying oS' its creditors 
at 100 franca, or of lowering the interest. Every snbacriber to 
the loan knows the terms of the contract. The Five per Cents, 
have gone np to 120 francs, the interest amounts to 843,000,000 
francs. Take one franc from every live, and yon effect a saving of 
68,600,000 francs per annum. Such wonld be the result of the 
1 from five to four per cent. It might have been done 

snre was sncceBsfully carried oat in 1668. (Tranalator.) 
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in 1876, bnt it has been put off from year to year from politioal 
and electoml motives. It shows the grave detect of all State in- 
tervention in matters of economy. Qovemments concern them- 
selves more mth how things look than with how they are. They 
are gnided in their deciskms by other motives than the real interests 
involved. 

One theo^ yet remains to be refuted. It prevailed very ex- 
tensively nnder the old Monarchy : we find it repeatedly in Tottaire ; 
and it is still reproduced now and again by some of onr Deputies 
and State financiers. We give it here in all its simplicity. 

The Government receives money ; provided this money does not 
go ont of the conntry, it will come into cironlatioa again, and the 
country will be none the poorer. 

At tbis rate, the Government may, without injury, absorb all 
the produce of. the oonntry, so long as it does not send it abroad. 
Logically or illogically, every one will recoil from this conseqaence. 
But if it be not trne, the premiss must be false ; and nothing is 
easier than to prove it so. 

The State, the departments, the communes, absorb 4,200,000,000 
francs a year. If the State did not absorb them, they wonid be 
put to other uses. Now, have they, when they leave the cofiers 
of the State, any greater purchasing power than before they went 
in P By no means. Fart has been employed in paying officials 
who consume, bat do not produce ; part nas been used in founding 
cannon and providing rations ; part has gone to pay the interest 
on the debt — which is robbing Peter to pay PanI ; all this has been 
consnmed. So tor from being increased, its purchasing power has 
been diminished. The milliard thns nsed has been deflected from 
its natural oonrse ; and the very administration of the money has 
cost a good deal of unproductive labour. 

The purchasing power of all the sums which pass through the 
bands of the State is less when they come ont than when they 
went in. 

" But," you will say, " how about public security at home and 
abroad i' How about posts and telegraphs? and education F and 
public works ? " 

Bere arises another question, as to what is the proviuoe of the 
State. Let na proceed to examine it. 
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CHAPTER III. 

THB PROVINCE OF nSS S 



In entering on the study of ibh qaestion, we most teka irto con- 
sideration some luBtorical faota. 

Ib the earlier oivilisationB tbe indiridnal was the slave of the 
tribe, tbe getu, the clan, or the mir. His personality was absorbed 
in the connnniiity, and the commnnity itself was embodied in a 
chief whose power was limited only by onetom and religions tra- 
diiion. The Gity-States of antiquity were eo deeply impressed 
with this character, that they exercised an absolute control over the 
religions, moral, intellectual, and material life of every citizen. 
Uoreover, as the city was organised only for war, deTensive or 
offensive, and left prodnctiva labonr to alavee, it was Beceasary to 
subordinate the private ac^on of each of its members to tbe com- 
mon action of all. Thus, even in liberal Athens, where ancient 
man was susceptible of the highest development, the law forbade 
celibaoy ; and Socrates was condemned to death because, in scoffing 
at the gods of the cilj, be had committed high treason. When 
the city oame to be personified in Ciesar, it was to Ccesar that all 
ireedom of action was subordinated, while he in torn was to supply 
the mob with bread and games, "panem et eireentei." 

This conception of the omnipotence of the State has passed into 
-our modem civilisation. The legists turned it to account for the 
benefit of the King ; while the disciples of Rousseau transferred 
the same omnipotence to the State, which in theory was a kind of 
in^Kraonal entity, but ia tacb always incorporated itself at last in 
one or more men. 

The progress of civilisation may be measured by ihe emancipa- 
tion of the individual. Luther claimed for man the right to choose 
hia own faith. The great work of tbe 18th century, so magnifi- 
cently recorded in the Declaration of the Rights of Man, was to 
elimioftte more and more the intervention of the State. By pro- 
claiming individnal liberty, it checked individual caprice ; fay 
pro[;laimi!ig liberty of religion and of the press, the right of public 
meeting, and the rights of labonr, it acknowledged that it was not 
for the State to control tbe beliefs, the thoughts, the opinions, and 
the acts of the individnal. Notwithstanding the retrograde steps 
which have been taken since then, and the caricatures of diviue 
and human right which are constantly re-appearing in official 
speeches, in the press, and on the platform, it is to tbe carrying out 
of these ideas that all national effort for the last eighty years has 
been devoted. 

If we cast an eye on the past as well as on the present, and 
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ooueider the signs by which we know wlieCher a measnre ie pro- 
gressive or retrogi-ade, we come to this — that we all accept as a 
criterion of progresB the following law : — 

Progreeg is in inverse ratio to the coercive action of maai on man, 
and in direct ratio to the action of man on things. 

This Iftw points out the limits within which the action of the 
State must more and more confine itself, in spite of any temporary 
movement ii a contrary direction. 

The State will be less and less regarded m a, director of con- 
science. Even BO long as fifty years ago it was possible to say, 
"The law is of no religion." The words indicated a tendency 
rather than a reality ; but the tendency cannot bnt grow. Becent 
experience has determined the State not to prosecate errors of 
opinion. In fact, it no longer has the right to choose between good 
doctrines and bad. It is in vain that it attempts to retain the 
control of the popnlar intellect ; it is slipping away from it. Itself 
a Government by discossion, how can it impose its opinion without 
losing its character ? 

There is a profonnd difference, in idea if not as yet in law, 
between the ancient and the modern jurispmdenoe. In ancient 
times, persons were subordinated to things, A contract was called 
nexum, the contracting jtarties, netei. They regarded it as a tie, 

bond ; and this tie was knott«d by religious forioalities.^ The 

odem idea of contract is different. Article 1101 of the Code Civil 
thas defines it : "A contract is an agreement by which one or 
more persons bind themselves to one or more others to give, to 
do, or not to do, a certain thing." And again, by Article 1126, 
" Every contract has for its object something which one of the 
parties binds himself to give, to do, or not to do." Contract can 
only relate to things, to specified services,* and may always be 
cancelled in consideration of damages (Article 1142). The 
further we go, the more marked is the distinction between persons 
and things. Private ^reements tend to restrict more and more 
the sphere of tihe State; commercial bodies act independently of 
it ; while the principle of exchange, by a sort of refiez action, is 
extended to all relations. Little by little the idea takes form, 
that in all the combinations of life there is only one fixed principle, 
namely, reciprocity of services. This reciprocity is determined by 
mntnal consent, just as in a contract for sale. As industry and 
commerce are fonnded on the voluntary interchange of services, this 
principle becomes the basis of oor prodnctive civilisation. 

The State shoald confine itsolf to the care of certain common 
and general interests. It should watch over the external security 

' E. 8. Maine, Ancient Lavt, p. 296. 

' The piovieions of the Codt Civil with regard to the relations ol the aezes 
ore an iniisctian of these principles. 
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of the uouotiy, its army, ita marine, its diplomacy ; and over its 
internal security, in matters of administration, justice, and police. 
It ahonld laboar to increase tbe prodnctioD of national capital, by 
means of edncatioa and of public works, and by the mnltiplication 
of the means of transport.^ 

" The bius indeed of most persoas trained in political economy is to 
consider the general, truth on wbich their science reposea as entitled 
to become universal ; and, when tbey apply it as an art, their efforts 
are ordinarily directed to enlarging the province of contract and to 
curtailing that of Imperative Law, except so far as taw la necessary 
to enforce tbe performance of contracts. The impulse given by 
thinkers who are nnder the inflnence of these ideas is b^inning to 
be very strongly felt in the Western world. Legislation baa nearly 
canfessed its inability to keep pace with the activity of man in dis- 
covery, in invention, and in tbe manipulation of accumulated 
wealth ; and the law even of tbe least advanced communities tends 
more and more to become a mere surface stratum, having under it 
an ever changing assemblage of contractual rules with which it 
rarely interferes except to compel compliance with a few funda- 
mental principles, or unless it be called in to punish tbe violation of 
good faith." ^ 

And again, " The word status may be usefully employed to con- 
struct a formula ezpresstng the law of progress thus indicated, 
which, whatever may be its value, seems to me to be sufficiently 
ascertained. All the forms of status taken notice of in the Law oE 
Persons were derived from, and to some extent are still coloured by, 
the powers and privileges anciently residing in the Family. If, 
then, we employ status, agreeably with the usage of the beat 
writers, to signify these personal conditions only, and avoid applying 
tbe term to snch conditions as are the immediate or remote result 
of iigreement, we may say that the movement of the progressive 
societies has hitherto been a movement /rmn statut to contract."^ 
That is, it has consisted in tbe ebmioation of absolute law, and the 
growth of the system of contracts. 

The nation is to be regarded as simply a great public company, 
the members of which are free to act independently. Tbe State is 
the manager of this company. 

To govern, is to direct men ; to administer, is to put hfe and 
order into things. The task of the State is becoming less and less 
that of government, more and more that of administration. It is 
the mission of the thinker rigorously to determine this formula ; it 
is the mission of those engaged in public affairs to see it carried out 
in practice. Rising far above the question of tbe various forms of 

' Man; of these fnnotiona ma; be inlGlIed bj tbe o( 
' Sic H. S. Maine, Ancient Law, p. 306, 7th edition. 
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governmeDt, this should be the l^aoy of the niDeteeath century to 
ihe twentieth. 

It remains to lay down the limits within which this action of the 
State shoold be confined. Oogbt it, for instance, to nadertaka 
public works, or to leave them to private initiative? Ought it to 
nndertake the postal and telegraphic aervicee, the railways and 
ligbthonses ? Gao it hold monopolies P 

We can here only point out some general mles, the result of 
manifold observation. 

1st. In virtne of the principle that those who have an interest in 
a thing will do it better than those who have none, the Qovernment 
should undertake nothing which oaii be done by private adventure. 

2nd. The State ahoald secure to cvotj one the free nse of his 
own faculties, that is, freedom of labour. It ought not to impede 
any form of human action which, being untainted by either 
violence or fraud, injnres no one. It ehonld, therefore, maintain 
fi'cedom of trade, for without this the citizens are hindered in the 
use of their faculties. If it suppresses this, it is fabe to its mission. 
When it thinks to be a protector, it becomes an aggressor. And 
this is what itdoes when it establishes protective tariff 

The same error appears in the creation of a' crowd of factitions 
offences — offences not only of opinion, but of morals, which have in 
fact no other criterion than an uncertain public opinion. And it is 
for want of attention to this law that the State proliibits associations 
and meetings, and tries to secure to iteelf the monopoly of ednca- 

We have said that the State ought to provide for the security of 
its oitizens by the administration of justice. But, in virtue of this 
mle, it ought not to impose its interference on citizens who prefer 
to have recourse to arbitration amongst themselves. It ought not 
to meddle with private agreements so loug as they are free from vio- 
lence and frand. On the other hand, it ought to give an effectual 
sanction to the ezecntion of contracts ; and this is a mission it does 
notfdllil,for the sanctions of the law can be made effectual thronghont 
the social scale only on condition of the absolute gratuity of justice ; 
whereas, at the present time, Justice is made a medium of tasation 
so that, in our land of professed equality, the poor man may always 
be victimised by the dishonesty of the rich. 

The State must provide for personal and public security. All it 
has done so far bas been to build laxarious prisons and keep a large 
□umber of persous confined in them. I suppose it is vain of its own 
machinery. As for the weak and unprotected, for ill-used and 
deserted children, they are sent to the Honee of Correction, and 
they come out — as a magistrate admitted — worse than tbay weat in, 

' See Doctrines SaciaUi dv Chriitianiinie, b; Ytob Ooyot, 2nd edition. 
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,Thiis the State allows a namber of Iitid^ forces to be lost ; and not 
only BO, but, under pretext of protecting society and pnblio order, it 
is constantly interfering with the inofiensive action of individnals. 

The State mnst never become a speonlator. seeking to make ft 
profit out of its enterprises ; it must never compete with private 
indnstry ; it mnat undertake only works of public utility and the 
carrying on of the pnblic services. It may assnme the management 
of poBl» and telegraphs, so as to bind together all parts of the oonntry, 
hat it fails in its mission when it converts these services into sonroes 
of revenue. They should be oondaoted at cost price. 

Article 538 of the Code Civil thns defines what is included nnder 
the term " public property " : " Boads, high roads, and streets made 
at the expense of the State, navigable rivers, streams, wreckage and 
derelicts, ports, harbours, roadstaads, and generally all such portions 
of French territory as are not susceptible of private ownership, are 
oonsidered as parts of the pnblio property." Article 407 adds 
fortifications and their belongings. All these things are objects of 
public utility . 

What is the test of public utility ? It is plain that fortifioations 
make no return ; private persona would never think of erecting them 
with a view to profit ; they are built only to meet the requirements 
of national security- The State alone can make them. But is this 
the case with the other ohjecte comprised in Article 538 F In Eng- 
land, roads, streets, poi-te, and roadsteads belong to corporations, 
coDuties, and even private persons; so that they are plainly not 
necessarily public property ; while canals and railways are also 
private property, though under parliamentary sanction. 

Now we cannot conceal fi-om ourselves, that after the fall of the 
first Empire we had to send our engineers into England to stndy 
roads and canals ; and they brought ns back macadamised roads and 
the canal system of 1820,^ England had been constructing railways 
for ten years when, in 1834, a lecturer on railways at the Ecole des 
Fonts et Chanss^es itself advocated the employment of horse- 
power.^ Fifty years ago we did not know what docks were, while 
Liverpool had had them ever since 1699. These facts prove that 
State intervention in the matter of pnblio works is not indispen- 
Hable ; but they do not prove that it should be absolutely interdicted. 
The State might open them and keep them in repair, so long as it 
does not work them at a profit. Railways, for instajice, should bo 
regarded as roads, and handed over to private enterprise ; there will 
then come a time when there will be competing services, both for 
passengers and goods, on the same line ; neither psssengers nor 
merchandise will have to pay the toll (y^oje) which at present 
forms the heaviest item of the tariff; there will be no charge ezoept 
' Dntens, Hiitoire de la Navigation Intsriewe de la France. 
* Isaao Pareirs, La QuetHon dti Chtmim de her, p. 69. i 
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that of tlie traoBport itself, and this will be redoced to ftlmoei 
nothing. 

Thus, the chief economic fitnetion of the Slate w to provide the meant 
of free circulation, and to eatahlieli helween the different partg of the 
cojmtry a natiotud solidarity. 

Here we hare aponitivedntyof the StHte which seems scarcely to 
have occurred to tlioBO who at the same time wish to burden it with 
a host of other fnoctioDB. At present this solidarity doeB not exist. 
Suppose a war to break out and a certain diBtricb to be inrnded; 
your honse is burned for purposes of defence ; and yet you have to 
pay your share of the war indemnity jnBt as if yon liad not already 
lost your house in the inleretitB of the country. Then there are in- 
andations. They are caused for the most part by the carelessneBS or 
clumsiness of an administration paid by the whole country. The coBt 
to France of the iuundation of 1855 haa been reckoned at upwards 
of 155,000,000 francB. A credit of two millions was opened for the 
relief of the sufferers. In 1875 the ravBf^ee caused by the floods in 
the South were estimated at 149,000,000 francs ; and the ridioulons 
sum of 48,539fr. 90c. wan granted in aid. It is true there were 
private snlwcriptions, but they were quit« inadequate. It was not 
a case for private charity, but for national insnrance. 

We raay inclade as coming within the economical sphere of the 
State those services In which the geneial body of citizens are 
intereBted, and which cannot yield any immediate return, as certain 
scientific investigations, the raaiDtenance of laboratorieH, and the 
higher education. I say the State, taking it collectively ; but 1 think 
there wonld be great advant^es in leaving the higher as well aa 
secondary education to the initiative of the oommanes. As to 
' primary education, I am in favour of the intervention of the State 
HO far as ti>is — that it should see to its being eTorywhera given. 
But recent factB have shown the action of tiie State to be less rapid 
and effective than that of the communes.' 

As to the question of central iBation or decentralisation, there is no 
absolute criterion. Sometimes the links which unite the different 
parts of a country are too tightly drawn, and sometimes not tightly 
enough. In the latter case, a want of cohei>ion is felt, which has 
shown itself several timee in Switzerland and the United States, 
and which, under the new German Empire, has resulted in the 
absorption of Germany into Prnssia. In France, on the contrary, 
we are certainly over-centralised. Bat we may here call to our aid 
the mle before applied to mark out the relations of the State to the 
individual : what the commune or the district can do for itself, the 
State ought not to do for it. For instance, it is clear that there ts a 
great advantage in the postal service being conduct«d by the State, 

' See thf statistics of primuy edooatios, published by the Mimietty of PubUo 
'°^'»''- o„,,„GoOglc 
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this being bejond the ephere of the commune j bat there is no anch 
advantnge in the intervention of the State to aanction the opening 
of a street, or to direct the local police.^ 

Lastly, the Government has to represent the interests of the 
nation in its relations with foreign conntries. 

In matters of economy, international policy mnst be gnided by 
the following principles : — 

The Qorernment, so far from hindering international traffic and 
intercourse, most take all possible steps tonards farthering it. 

It mast therefore favour all international agreements, snoh as 
treaties of commerce, and the assimilation of money, of weights and 
measures, and of railway and postal tariffs, etc. 
. It mnst never oppose a nsefnl enterprise, however advantageons 
to a rival nation. This is a rule not only of interest to all 
nations, but of interest to each. I need name but one instance. 
England opposed the Snez canal. No nation has profited by it 
more than England herself. 

The State mnst appropriate, construct, or maintain anly the fixed 
capital indispensable to bring out the value of private property. It 
mnst never become a manuiactnrer of, or a dealer in, circiUating 
capital. It mnst restrict itself to providing the freest possible cir- 
culation between the different parts of the country. Once admit 
the competency of the State to deal in tobacco, powder, or any 
other article, and there is nothing to prevent its turning baker the 
nest day, and butcher the next, and hatter the day after. The 
sole manufacturer and Uie sole dealer 1 — the ideal of the communists 
and the monks. 

CONCLUSION. 

CHABAOTBRISTICS OF ECONOMIC PBOGBESS. 



Wb have only been able briefly to formulate the prinoiples which 
govern the production and distribution of wealth, aod to show that 
the art of co-ordinatieg the various interests ia still in its infancy, 
and generally appears to be in direct contravention of the maxims 
of science. Bankers, financiers, merchants, and mannfaoturera all 
consider their own interests of the first importance, and enrich 
themselves often by doing the very reverse of what onght to be 
done. The economic organisation, even of the nations most ad- 
vanced in wealth and civilisation, rests on the grossest empiricism, 
and on traditions dating from the earliest times. And yet we have 
shown how rapidly capital accumulates in England, in the United 
States, in France, and in Belgiam. And this, although millions are 

1 See the scheme ol municipal organisation voted bj the Mnnicipal Council ol 
'aria, Nor. 6, 1880. ^-~ i 



Conclc 



on.] pHAIUCTEBISTIDS OF BCOMOUtC PB0GIBE8S. 



thrown ovkj every year in nnprodaotiTe expenditare on military 
and marine anuamente, and the ener^ea of hnadreds of thonBands 
of men wasted dnring their best years, to the irretrieTable ruin of 
their private career. The toUowing table presents a calculation of 
the frightfnl waste of wealth occasioQed by the wars of the laet 
twenty years : — 

Ft. 

Crimean War 8,600.000,000 

ItaUan War (18S9) 1.600,000.000 

American Civil War. North .... 23,500,000,000 
„ „ Sonth .... 11,500,000,000 

SohleBwig-HolEtein War 175,000,000 

AnBtro-PraBsi&n War 1,650,000,000 

Expeditions to Mexico, Morocoo, and Paraguay . 1,000,000,000 

Fianco-German War 12,500,000,000 

BoaBo-TiiTkiah War 6,260,000,000 

66,676,000,000 



A glance at the following table ^ will show (in Toillions of francs) 
the heavy charge to which Europe is pnt by its state of latent 
warfare : — 





Iteoeipta. 






Grosg. 


Net. 


civUiiBt. 


W«. 


Debt. 


E.(^tur». 


Germanv 


2,375 


1,875 


46 


637 


231 


1,875 


Aastio-HanKaiT . 


1,712 


1,531 


30 




531 


1,640 




2,781 






732 


1,062 




Great Britain . . 


2.100 


1,812 


16 


675 


700 




BoBsia . . . . 


2,187 


2,100 


36 


795 


426 




Italy 


1,662 


1,412 


14 


228 


467 


1,412 


Swiss CoDteder- 
















41 






15 


1-8 




Belgimn. . . . 


250 


236 


3-2 


43 


65 


235 


Holland 






2-2 


78 






Denmark . . . 








24 


11 




Sweden . . . , 


122 


107 


2-6 


38 


12 


107 


Norway . . . . 


68 


62 


■7 


16 


58 


62 


Spain . . . . 




600 


10 


150 


276 


687 


Portngal . , , 


1*3 


125 


3-2 


29 


62 


137 


Greece . . . . 


37 


33 






16 


37 


Boumania . « . 


86 




1 


18 


50 


108 


Servia . . . , 


26 


18 


■5 


4-3 


0-7 


22 


Turkey , , . . 


500 


437 


31 


137 


m 


760 


Total. . . , 


11,812 


13,428 


200-0 


3,839-0 


4,389-0 


14,121 



> Eolb, Statiittque Comparit, 1 



(The SRiirei ate approximate, froctioi 
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ThoHe -who, from temperament or claaiical edncation, attempt to 
carry the old Boman theories into the field of our productive civili- 
satiou may regard tbese commonplaces with acorn; but so long as 
these figures remain unreduced, and so long as some of those who 
are in poner cherifh the idea of recommenciug the ravages of which 
we have just given an incomplet« representation, — for in addition 
to all that appears in official statistics must be reckoned private 
losses, the check to production, and the waste of human capital, — 
so long it will not be uBelesB to repeat that all tliese living forces, 
these millions of monej, these energies spent in destmction, would 
have been better employed in production. 

If we cast an eye on even the most productive societies, we are 
startled at the small number of persons whose nctivity is in any 
degree utilised.' I say, lu any degree ; for of those who do, or 
attempt to do, productive work — whether in the way of production, 
exchange, or transport — many, while putting tiiemselves to the 
greatest pains, achieve only the meanest results. It is at the same 
time true that an inventor like Watt, Fulton, Stephenson, or Ark- 
wright will add millions to the world's capital, and that, thanks to 
their discoveries, a stoker or an engineer may have a power of pro- 
duction which could not have been attained by the muscular 
strength of millions of labonrers. It is true that the manager of a 
manufacturing concern may by some extremely simple expedient 
augment enormously the power of production of the instruments 
already in bis hands. Yet even amongst such workers as these 
what an amount of time is lost ! Where do we find any one devot< 
ing to his work the fall force and energy of which he is capable ? 
Gven in the most industrious of our centres of civilisation, a very 
small fraction of human energy b employed in production. 

It is the same with capital. The aim, of course, is, to produce 
well, to produce much, to produce cheaply. Sut a host of prejn- 
dices obstruct the realisation of this ideal. Few people have any- 
thing to be called a scheme, a method, a principle. On the 
contrary, people are, for the ni6st part, slow 'to act, remiss in 
seeking out the best employment for their capital ; and so it comes 
to pass that they let themselves be taken in by the claptrap of 
charlatans, and throw away millions on foreign loans, treating the 
whole thing as a sort of lottery, and leaving the result to chance of 
Providence. 

The following is the result, as given in a table published by the 
' V of the state of commerce and maaofaoturea 



is Book IV. ehap. ii. 
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for the year 1878. 
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FoBEioH Loans IsanED in London sincec 1860. 

Tutal Losxet. 

£ 

Turkey 89,000,000 

Peru 26,000,000 

Mexico 16,OUO,O00 

TeDezuela 4,600,000 

Honduraa 3,500,000 

Urngoftj 2,300,000 

Farogaaj 3,000,000 

BoUvia 1,700,000 

Costa Bica 3,400,000 

Confederate States .... 2,400,000 

Other Stales 6,200,000 

167,100 000 

Fartial Lotses. 

£ 

Egypt 45,600,000 

Austria 6,900,000 

Alabama 1,000,000 

Colnmbia .l,SO0,000 

Argenune ConfederaUoa . . . 1,400,000 

Portugal 8,680,000 

Hungary 700,000 

Chili 700,000 

Others 800,000 

67,280,000 

To (he list of partial Iobbcb mnst be added a Spanish loan of 
£109,000,000. Eicluaive of this, however, we ba^e a sum of 
£224,380,000 aterling invested on the London Stock Exchange in 
foreign loana between 1860 and 1878. Of this eum, £67,280,000 
have been ooni promised, and £157,100,000 millions have completelj 
disappeared. 

In France it was onee proposed to hold an inquiry into foreign 
loans ; bat no one has ventnred to follow np the proposal. 

No matter. Millions are thrown away every day on the Bonrse 
in epecalatioQs that come to nothing. Then comes the waste of 
capital by the State itself — wasted, too often, in public works as 
well as in unproductive expenditure. In France we have a mania 
for building, and fnsten up in unreprodnctive fixed capital large snma 
which are thus deprived for long enough of their purchasing 
power. In fine, we need only loolc at the mode of life of the wealth- 
ier classes in Paris, to convince ourselves of the immense amount of 
capital that is wasted day by day. 

Tet even ibis waste is better thao the narrow and petty inertia 
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of ihe Bmaller French bowgeoitie. The English Are now oom- 
pliuDing of the freqnenoj of early retirement from partnership. 
It is a vice which has long characterised French indnetrj-, though 
the existence of Itirge companies is beginning to pnt a stop to it. 
Many people set before themselves a certain fixed goal, and the 
moment thej have reached it they retire from business. They 
work only to earn the right to be idle. This goal attained, they 
take to speculation as an outlet for their sDrplns activity, then tire 
of it as aimless, and fritter away their savings oa engrossing tridea. 
What a waste of force and of capital I 

Even now, we are so ill-balanced that every now and then 
we are seized with a panic that takes ns back to the year one. 
We took fright at machinery, and imagined it wonld rnin the 
working classes. Prondhon went so far as to propose that all 
new models shonld be shat np for several years in the Conserva- 
toire <1es Arts et Metiers before they were allowed to be used. 
In 1873 some economists, more timid than pradent, announced that 
coal was going to mn short, and recommended housewives to stint 
themselves in the use of it, in order to avoid the responeibility of 
condemning their great grandchildren three or four centuries otf to 
die of cold, to eat their beefsteak in the Abyssinian manner, and to 
renonnce tea and all other warm infusions and decoctions. Elec- 
tricity stepped in and re-'assnred these alarmist* ; so then, in order 
not to be quite withont a. grievance, they predicted the rain of 
the ooal companies. In 1880 Mr. Brassey declares that gold ia 
growing scarce; and while, up to that time, the fall of prices had 
been attribated to Ihe abundance of gold, he ascribes it to the dearth 
of gold. And people take the alsrm at once-^jnst as they did thirty 
years ago, when M. Uichel Chevalier predicted the depreciatioa 
of gold end the rise of the price of silver 1 

The Protectionists are especially liable to this depressing passion 
of fear. They periodically predict the rnin of Prance by the inva- 
sion of wool from Australia, pork from Chict^, beef from La Plata, 
com from Russia or the United States, cotton and iron from Eng> 
land. 'I'hey ere seized with a chronic frenzy of persecution. For 
the last forty years, French industry has been expected to vanish 
altogether ; our fields were to lie fallow, our population was to 
emigrate, wages were to be reduced to nothing, and all our factoriea 
were to be closed. None of all this has happened, and yet they 
go on with their prophecies; and the curious thing is, that they 
succeed iu getting tbem turned iuto customs tariffs ! 

What a monstL-ous inconsistency! The genius of Invention 
triumphs over time and space, it throws its whole force into the 
effort to increase the speed of a train or a ship while economising 
a few kilogrammes of coal ; it covers the globe with a network m 
telegraph wires, establishing an almost instantaneous c 
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tion between the iahabitantB of its most diatnnt regiona ; it creates 
ingeniouH cootrtTance^a for rendering the advance of capital almost 
grataitonB; and then, when it has made all these efforts, itt comes 
the geniuB of Finance, of Administration, of Protection, and seta 
to work with quite another object in view. What is simple it finds 
bad ; it maltiplies formalities, it raises its cnstoma barriers across 
harbonr basins and railway lines, it lengthens time and widens 
distance, it separates Enropo from Aoaerica and Anstralia, it 
snatches away by its tariffs and imposts the benefits which the 
inventor has earned for mankind. And the people who do all this 
are men who have the repatAtion of being financiers and statesmen ! 
Tbey disdain the old adage of the Physiocrats, "Let be, let live," 
that is, let boy, let sell, let work. Their ideal is, no baying, no 
selling, no living, nor letting lire. 

Man has always been divided between the tendency to increase 
the nnmber of the ntilities he wants and the tendency to angment 
the value of those he possesses. In a word, every one wants to 
have the greatest possible number of ntilities at bis command, and 
to sell the ntilities he has to others at the highest possible price. 
To this inconsistency are owing all the errors, all the false systems, 
the protectionist theories, and the appeals to the State. 

Our interests are antagonistic only because each of us wishes to 
satisfy his wauts without effort, ^that is tosay, without reciprocity. 
Hence the old notion that the best way to enrich oneself is to 
impoverish one's neighbour. Little by little the discovery was 
made, that peaceable exchaTige is more profitable than forcible con- 
quest ; and this exchange cnnnot take place without discussion, 
bargaining, and agreement. This discovery harmonises the in- 
terests which appeared to conBict. 

It is t!ie immediate interest of the manufacturer to produce 
cheaply and sell dear. If he has a monopoly, he can do this. If 
not, competition will compel him to produce in the beat possible 
manner articles of the best possible quality while he reduces his 
profit almost indefinitely in order to extend his trade. But this 
compulsion results in the .mntnal advantage of himself and bis 



There is an old prejudice which we sometimes hear repeated, 
and which appears in books where one wonld hardly expect it under 
this form; — It is the interest of England to ruin Spanish manu- 
facturers, in order to force the Spauiards to hny her own products. 
Now, I do not say that this notion never existed in any English 
broiu ; bnt if it did, it has long t^ disappeared. Every trader 
knows that his awn prosperity dependti on the prosperity of his clients, 
and that if his clients are poor, they cannot afford to buy. In thin 
way he is led, by the mere force of facte, and without any sort of 
sentiment, to wish the maximum of prosperity to everybody ; for 
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tbe greater tfae general prosperity, the greater will be the general 
power to purohase, and consequently the greater tbe outlet for 
■lis goods. ThoB the force of oircnmatances establishes solidarity 
of interests. 

Again, tbe recognition of economic interests tends to do away 
with many of the causes of war. Wars have generally spranjif 
from religions or dynastic questions, &om national vanity, or from 
the idea that the way to enrich oneself is to impoverish others. 
But the improved means of commanication and tbe abundance of 
disposable capital tend to increaae international intercourse ; the 
owners of property dread the risks that accompany every war ; 
and little by little they will create so strong a public opinion that 
war wiU become absolutely impoBsible among industrial nations. 

If we look back into history, we see men butchering one another 
for chimeras ; abnsed by priests, who work upon their credulity by 
promising them happinews in this world and in a more or less indeB- 
nite fntore ; deceived by heroes, whom tbey blindly follow and for 
whom tbey stupidly die ; eager to let go the substance for th« 
shadow ; exasperating themselves about a word; hating one another 
for a dogma; and squandering on an illnsion the whole force of 
their energies. All these are psychological phenomena Now- 
economic progress tends to eSect a profoniid psychological change 
in those whom it touches. 

Man in his primitive stato has no means of defence against the 
toroes of nature. The smallest satisfaction of his wants costs him 
considerable effort. But in onr industrial civilisation he has 
domesticated these hostile fortes, he has trained thom to do his 
work i and the more he perfects his means, the less trouble he finds 
in securing their co-operation. His risks diminish ; his certaiutiea 
increase; be insures himself against fire, hail, accident, and death. 
With less effort, he is able to satisfy more wants. Eamiomie pro- 
greeg ia m direct ratio to the action of man on thingg, 

A starving man can have no intellectual energy. If for a 
moment be ceases to be pre-occnpied with this goading necessity, 
he takes refu^re in dreamy introspection. Such is the story of the 
hungry Middle Ages. 

The progress of science is teaching ns to trouble ourselves no 
more about words and dogmas ; to study realities in their complex 
relations ; to snbstitnto continuous observation for chance impres- 
sions; and tbese methods must in time cover the whole field of 
human action. The notion of morality based on reciprocal interests 
must govern oar industrial civilisations, enforcing the recognition 
of reciprocal rights, respect for onr plighted word, and fidelity to 
our engagements. 

We are already beginning to reap these fruits of the industrial 
and scicntiSc development of mankind ; but by virtue of tho law of 
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Bnrrival formulated by Tylor, and in oonseqneace of oar false edn- 
cation, wo are not yet freed from the traditions of military and 
Bacerdotal civilieation, the aonrce of all this naste of wealth, this 
fmitlesB expenditnre of force, these wars, and this armed peace only 
lesB minons than war. 

M. Conrcelle-Senenil has worked ont the following ingenious 
parallel : — 



Anoiehi, or Bouan IllEil.. 



3. ClBsaes of persona: — fiee-bom, 
freed, and Blares. 
1. Liberal and serrile piofessioDB. 

a. Political preponderanoe of the 
military element and of ao-oalled pub- 
lio functionaries. 

6. Absolute poner founded on mili- 
tar; force. 

7. Classification b;prlvitegefonnded 
on tradition and the pleasura of the 
government. 

8. A stationary Bocietj, corrected 

the ancient tjpe. 

9. A society ruled by laws, under 
the super Wsion of a pubUo authority 
invested with compulsory powers. 



MoDOItH, OB SCDlNTino IcElIj. 



3. Citizens with equal lighte. 

i. Functions morally equal, and 
tending to the same eni^. 

5. Political praponderauce of the 
indUBtriol element. 

6. Empire ot laws freely aseented 
to by all. 

7. ClossiSoationfoundedoi . 
merit, teeled by free competition. 



9. A society lifing by the free iuiti- 
ative of the citizens, regulated by the 
observance of the moral law.' 



We have undergone experiences sharp enongh to make ns aware 
of the prodigious errors we have committed in our mode of re- 
garding and eatimacing onr interests. We liare learnt that peacefal 
solntioES are better than violent ones, that blows are not arguments, 
and that foreign and civil wars cost dear and bring in their train 
certain evil and uncertain good. 

The great internal problem which Franoe has now to solve, is 
the snbstitntion of peaceful for revolutionary means — of evolution 
for revolotiou. 

The vague yearnings of the laboating classes, hitherto ill-defined, 
are beginning to shape themselves into opinionB which may be 
grasped nud discussed ; and oapitalists are beginning to understand 
that their claims must be investigated. Every one at last admits 
that a nation cannot bo powerful while it is divided against itself, 
or while it is the policy of its government to strengthen itself at 
the expense of the individual citizen. 

It is one of England's chief sources of strength, that her 

' It vfould have been better to say "moral lawa.'l ^j j, ^n I, ■ 
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laboaring classea know that tbrongh the free play of her institutions 
they can obtain, nithin a certain time, the reforms they demand. 
Sorely the same conviction shoald exist a forHori in France, the 
conntiy of universal enflrage. 

Onr statesmen are timid, and dare not incur the responBibility of 
reforms, becanee they do not feel tbemselvea nt^ed on by any 
public opinion which knows its own mind. It is this public opinion 
whicli men who have any power ot initiative, any faith in an idea, 
ouf^ht to set tbenmelves to form, 

Bentham rendered an immense service to England by sketching 
ont for ber a clear programme, which she has followed tbrongh 
various phases, and which her most eminent thinkers maintain and 
are stiil developing. France also most adopt a line of oondnct, and 
give herself an ideal of action trota which she must not allow 
berself to be diverted by passing political events; and this pro- 
gramme may be summed np in two words : — it is the substitntion, 
in place of a military and sacerdotal civilisation, of a civilisation 
of science and prodnction. 
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ments in fixed capital, 57 ; Tends 
to be converted into fixed capital, 
68, 60 ; Fall in value of. not to be 
prevented by protection, 106; price 
of, equalised by improved means ol 
transport, 117. 

Oiraulation.Definitionot,SG; Papidity 
of, instanced by Menier, 67. 

Civilisation, Four stages of, 46. 

Clearing-hoase, System of the. 262. 

Coalition, Distinguished from aiiocia- 
(1011,201. 

Commerce, Fart played by, in State 
economy, 230. 

Committees ol Inquiry, How con- 
stituted and conducted, 24-26 ;. 
Herbert Spencer's estimate of, 25. 



Competition, Advant^ea of, 333. 

Comte, Angtute, bis Bjitem of BO«i- 
ology dedaotive, 7. 

Co-ap^atios, Loais Blanc's views OD, 
183 ; Development of, in England, 
213 ; Development ot, in France, 
213 ; Character of, 216. 

CouToelle - Seneiiil, Definition of a 
"want" by, 29; Hie deflnition ot 
wealth, 31 ; Classic and modem 
social ideal contniBted by, 299. 

Credit, Deflnition of, 60 ; Ovetcomea 
time, 61; Increases producing power 
ot capital, 61 ; Views ot various 
eoonomista on, 60-631 As a function 
ot banking, 254 ; Banks ot England 
and Pranee based on vioions system 
of, 254-262. 

Demand and Supply, The regolatora 
of value, 72 ; Operation of, how 
injorionsl; affected, 1S6 ; Evils oE 
State interference with, 267-^69. 

Diagrams, Application of, to Econom- 
ics, 23. 

Discount, Yarjing rates ot, in England, 
Fiance, and Germany. 121 ; Bate of, 
not dependent on currencj, 123. 

Sconomic Science ; Definitioa and 
defence oi, by J. B. Say, 1-5; In- 
ductive method applied to, 2; An 
eiperimental science, 3 ; Con- 
stituent parts of, 6 ; Disputes as to 
nature and scope of, 6-11 ; Bonamy 
Price'a view of, T ; Position of, in 
Germany, 8-10 ; General ignorance 
on matters of, 11-13; DeSnitions 
of, by Adam Smitb, J. B. Say, and 
Boasi, 12; Materials for form ulating 
laws of, 2(1 ; BeaaoDB for preferring 
this title to that of Political Econo- 
my, 41 1 Deflnition of, 44. 

Economists, The, Charges against, by 
Ingram, 6 ; by Iiouis Blanc, 10 ; 
Held responsible for operation of 
laws they discover, 14 ; Their share 
iu French Bevolution, IS ; Their in- 
fluence on English history, 17 ; 
Power of discovering ami of apply- 
ing laws not always united in, 16 ; 
Kot always impartial, 19. 

Emigration, A constant obeck on over- 
popnlatiou, 128; (jain and loss to 
mother-country through, 139. 

£iBhange, Deflnition ot. 34, 64; Ne- 
ceaaitated by multiplicity of wanta 



Pavcett, His definition of Political 
Economy, 42. 

Fixed capital. Definition of, 52 ; Eono- 
myof human effort by improvements 
in, 65 ; Improvements in, reduce 
consumption of circulating capital, 
67; Tendency of, to absorb circola- 
,ting capital, 68,60; Utility of, in- 
creased by improved means of 
transport, 117; Formation of, ne- 
cessitates over-consumption, 243, 
245 ; Proposal to render it alone 
liable to taxation, 282. 

France, Ignorance of Economic Science 
in, IS ; Causes of low birth-rate in, 
130-139 ; Proportionate distribution 
of population among profesaious in, 
147 ; Trades Unions iOegal in, 200 ; 
Iiegislntion demanded by trade syn- 
dicates in, 203; Eiceseive sub- 
division of land in, 226-228 ; Vices 
inherent in bBukiug system of, 257- 
262 ; Unsonndueaa of present system 
of taxation in, 276-277. 

Frngality, Disadvantages of, 212. 

Gold, Advantages of, as medium of ex- 
change, 80; Economists divided aa 
to rise or fall of. 92. 

Guilds ot the Middle Ages, Oppression 
of working-olasaas by, 178 ; Sup- 
pressed by Target, 179. 

Herbert Spenoer, On general ignor- 
ance ot Eoonomio Science, 12 ; In- 
fluence ot economists on English 
history, 17 ; TtiH estimate of Com- 
mittees ot Inquiry, 23. 



Indue 



e method. Application o 



3 Science, 2. 

Ingram,VieTfs of, on Economic Science, 
6; His charges against economists, 6. 

Interest, Compounded of price of tima 
and Becnrity against risk, 64 ; Bate 
of, not dependent on amount of coin 
in circulatiou, 117 ; Falls with rise 
of fixed and increase in circulating 
capital, 119 ; Bisea with destruction 
' or excessive formation of fixed capi- 
tal, 120. 

Jevons, S., On money and the coinage, 
79 ; Enumeration ot substitutes for 
metallic i^ney bjv.^^1 kmc 



Lftbonr, Object of, to promote utility, 
i!H ; Not eeseiitial to wealth, 33 ; 
DeflnitioD ol, 34 ; Advantages of 
short hours of, 188 ; Subject to same 
la.fiB as other oommoilities, tljis 
theory opposed bj botli employers 
and workmen, 192; Capital increases 
faster tiian, 207. 

Iianil. Peculiar economic cbsruoter 
nroDgly attributed to, 18, 217; 
Gause-i of increaaed Talue ol, Q6~ 
100 ; Importance of, exaggerated, 
217, 222-338; Property in, from 
beiug collective becomeB indiTidnal, 
22(>-222 ; Unequal distribution of, 
in Englund, 324 ; EscesT^ive snlidi- 
Tision of, in France. 2-25-228 ; Land- 
Uw in Australia, 228. 

MaoCulloch, Definition of wealth by, 
31; DoSnitionof FoliticalEconomy 
by, 12. 

Maine, H. Snmner, On social progress, 
288. 

MalthuB, His law of population con- 
tested, 123-131. 

Malthnsian Leagae, Pnuciplea of, 141. 

Man, Three qualities universal in, 
acqaisitiveneaB, egoism, dislike to 
trouble, 27 ; Progress of, in civilisa- 
tion, through appropriation of 
matter and force, 4fi-47 ; A form 
of filed capital, and consequently 
rising in value with increase ol cir- 
culating capital. 152, 163, 172. 

Menier, On circulation, 64 : Principles 
of taxation according to, 277 ; fiis 
proposed law of taxation, 282. 

Mill, J. S , His deGnition of wealth, 
31; His definition of Political 
Economy, 42 ; His definition of 
capita], 46 1 On credit, 61; His 
definition of circalat'on. 66; Oa 
value,73; His theory of cummeroial 
crises contested, 239. 

jSfoney, Amount of, in a country Do 
onteriou of its wealth, 77 : Qu^tiea 
essential to, 78 ; The common de- 
nominator of value, 71); Its value 
laken on trust, 79; Disadvantages 
of double standard of, 81-86; Sub- 
stitution of paper, for coin, 81 ; 
General riss or fall in value of, a 
fallacy. 88-94 ; Economists divided 
as to rise or faU of gold, 93; Mo 
eiception to general rule of riee of 
fii&d and fall of circulating capital. 



93 ; Commercial crises erroneously 

attributed to want of, 247; Sub- 
Ktitntea for metallic, 231. 

Natural agenta all appropriated, 32. 

Over-production. Its existence denied, 
231, 240; Beally over-consumption, 
211-246; May exist in particular 
indnstricE, 216. 

Political Economy, Tarions definitions 
of, 41-13. See also EcoDomio 
Bcienoe. 

Population, Malthua' law of, contested. 
123-131 ; Over- emigration, want of 
energy, a high standard of comfort, 
all Cliccks to, 128, 130 ; Increase of, 
an incentive to progress, 110 ; Ten- 
dency of. towards concentration in 
towns, 143-116; French, propor- 
tionate distribution of, among pro- 
fessions, 117. 

Practice not to be opposed to theory, 

Price, Bonamy, See Bonamj Price. 

Price, The nominal value of thingi, 
76 ; Selation between rise iu, and 
dearth of production. To ; General 
rise or fall in, a faUacy, 88-94. 

Production increased by use of tools, 
64 ; Eelation between dearth of, and 
rise in prices, 75 ; Coat of. decreancs 
with increase in amount of, 232, 
238, See also Over-production. 

Profits, Participation of workmen in. 
209-211. 

Protection no check to fall in value 
of circulating capital, 106. 

Protectionieta, Inconsistencies of, 183, 
187, 239 ; Errors of, exposed, 
231-239. 

Prondhon, On growth of national 
wealth, 68. 

Purchasing power. Extended effect of 
partial loss of, 212. 

Reciprocity, Fallacy of, in commerce, 
236-238. 

lient, Average, of English acre equals 
cost of transport of foreign com 
eqnal in amount to yield of acre, 
116 ; Iticardo'b theoi? of, contested, 
216-222; Carey's theory of, ap- 
proved, 219. 

Bicardo, Bis opinions on theory uf 
exchangi-- value, 36; His theory of 
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natural priM ol labour qoettbned, 
174 ; His tbeor; of rent coateited, 
SI3-222. 
BouBBeaQ, Modeol oiigiual appropria- 

tioa of laud, aoooiduig to, 217. 

Say, J. B., Definition and detenoe of 
Eoonomio Science by. 1-6, 13; 
DlBtingnisbeB between capit^ pro- 
ductive of utility and capital pro- 
ductive of enjoyment, 49; On value, 
7S, 74. 

Science. Progress in. entails subveraion 
ol previous opinions, 14. 

Sciences. Two orders or, descriptivB 
and experimental, 3. 

Sismondi. Hi a view, that labonr has a 
valne of its own, opposed, 34. 

Smith, Adam. See Adam Smith. 

Space. Gradual annihilation of, through 
improved means of transport, 59. 

Spencer. H. See Herbert Spencer. 

State. The, Mistaken view of fuDclions 
of, shown in Constitution of 1846, 
186 ; Mistaken opposition by, to 
trade associations, 261 ; Defects 
and abases of State management, 
270-^73 ; Misapplication of its 
revenues by, ',^83 ; Action of, de- 
creasea with increase in civilisation, 
266-288 ; Its true sphere of action, 
289-392 ; While neglecting ita own 
sphere, trenches on that of the in- 
dividual, 289-291 ; Principles which 
should guide its international r»- 
latiODB, 292. 

Siftte'intervention, Demands for, by 
Catheder • Socialisten, 9; Against 
and on behalf of the working ohisaes, 
180-182, 183, 188, 190, 200 ; With 
labour, how far beneficial, 188 ; 
Demanded by Trades Unions and 
workmen's delegates, 196, 203; Evila 
of, in banking, 254-262 ; Evils of, 
in demand and supply, 267-^269; 
Demand for, prevalent, although its 
disadvantages recognised, 273-276. 

Statistics. A descriptive science, 3 ; 
Unreliability of, 20-23, 236; Defi- 
nition of. by Querry, 20; Averages 
sometimes misleading, 21 ; Com- 
pilers of, either interested or in- 
difteient, 21 ; Reliabihty of. depen- 
dent on constancy of conditions, 32. 

Strikes. Statistics respecting. 197 : 
Waste occasioned by, 199 ; Some- 
times useful, 199. 



gtunming up, 293. 

Taiation, UnBonndnesa of present 
system ol, in France, 375-277 ; 
Principles on which it should be 
based, according to Menier, 277 ; 
Evils of indirect, 377 ; Various 
definitions ol, 279 ; True principle 
of, worked out, 260>283; Proposed 
law rendering fixed capital alone 
hable to, 332. 

Theory, Practice not to be opposed to, 
4, 15. 

Time neutralised by credit. 61- 

Tocqaeville, A. de, Economists and 
the French Bevolution, 16. 

Tooke, On Credit, 62, 

Torrens' Land Act (Australia), Fro- 
visions of. 228. 

Trades Unions, Itise ol, 193 ; Charges 
against, 191 ; Advantages and dis- 
advontages of, 19o : Their demands 
for legislation, 196; Illegal in 
France, 200; Begulate price ol 
labour, 202. 

Transport, Gradual conquest ol space 
through improved means of, 69 ; 
Gradual decrease in consnmption of 
circulating capital by means of, 
109-112; E<}aaliaes prices ol cir- 
cnlating capital, 112-117; Cost of, 
of foreign coin equals average rent 
ot land in England yielding eqnal 
quantity of coru, 116; Increases 
ntiUty of fixed capital. 117. 

Utilities defined, 34. 

Value, Previous theories of, jnade- 
qnate, 3o-llJ ; Dependent on human 
relations. 37 ; Two conditions ne- 
cesanry to, in natural agent. 40; 
Definition of, 41 ; B^um6 of con- 
stituents of. 67 ; Regulated by 
demand and supply, 72; No one 
source of, 73; Not constant but 
relative, 73, 74, 86. 

Wages, Money not sole test ol value 
ol, 170; Proportion between, and 
price of food, 174 ; Modes of bring- 
ing abont uniformity of. 301. 

Want, A, Definition of, by Coureelle- 
Seneuil, 29. 

Wealth, Definitions of, by Conrcelle- 
Senenil, MaoCullooh, J. 8. Mill, 
Hobbes, and Lauderdale, 30-32; 
Not exclusively material, 30; Db< 



flned, 83, 84; Hot jooportionale 
to ftmooDt ol Ubonc expended, 
38 ; Hational, grows with mereasing 
oheapaesa of its oonetitnent utilities, 
Tarioaa eiplonalioDB of this pbe- 
nonenoD, 68-70 ; Aatbor'a eipUnn- 
tioD, 73, 109 1 Amount of money in 
« ooontij no test of iti, 77 >. 

Women, I^imaiy oscse of eubjagation 
of, 46 ; Improved peonniaiy posi- 
tion erf, 158, 169 ; Agitation tor 
inoreassd employment of, 190. 

Working-alasBes, Tlie, not injm^ by 
use of machinery, 153 ; unproved 
peonniar; poaltioQ of. Attested by 



L 805 

flgnieB, 164-170; AdministratiTe 
ability nndenalaed by, 176, 314 ; 

Oppteidon of, in the Middle Agee, 
178 ; Legislative inteiference with, 
180-182, 300; Legislative inter- 
tereuoe on behalf of, 188 ; L^is- 
lative interference demanded by, 
19S, 20S; Their demands and pre- 
jadices a oonnterpart of those, of 
the bourgtoitU, 183, 184. 188 ; Com- 
pensation of. tor injuries reodved in 
employer's service, 190; Bektione 
betveen, and employers, 301, 003, 
306, 307-310; PartidpatioD ol, is 
proflta, 309-311, 
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